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The Mathematics of Lifo 
H. J. KLernwaus 
Retail Consultant 
In the article published in the Octo- would assign a constant value per gal- 
ber issue of the JoURNAL, entitled “The lon to the gasoline in the storage tanks 
Philosophy Behind the Last-In-First- even though the actual gasoline in those 
Out Inventory Method,” it was men- tanks at the first of the year has, by the 
tioned that a later article would discuss year’s end, passed into the atmosphere 
the application of the price index in via the exhausts of numerous gasoline 
“Lifo” calculations. Before starting this motors. 

Py discussion let us review in brief this But “gasoline is gasoline,” some 
| Lifo philosophy. might say. True, and Utica sheets are 
| Lifo is based on the theory that, if Utica sheets and nylon hose of a given 
‘ inventory is essential to a business, the quality are nylon hose of that gauge 
_ value of the inventory should not be and denier and white broadcloth shirts 
a subject to market fluctuations any more of a given make are broadcloth shirts of 
than the fixed assets. It is not accepted equal count, and cloth, and construction 
practice in accounting or in income-tax of another make. Carrying the thought 
work to have changing values on the further, a dress of a certain fabric and 
balance sheet from year to year for a with an X component of labor at the 
given item or items of plant and prop- beginning of the year is, to a going 
erty merely because current costs, or business, the equivalent of another 
¢ values, are higher or lower than ac- dress having similar material and labor 
tual costs. So the Lifo philosophy holds content, although the styles may be 

that inventory valuations should be dissimilar, 
similarly regarded as fixed, so to speak, This all sums up to a simple state- 
despite the fact that the actual pieces ment that the retailer must have inven- 
of inventory at the close of the year are tory as much as he must have a place 
not identically the same as those com- in which to do business, fixtures, 
posing the inventory at the first of the equipment, etc. The fact that the units 
year. of inventory are always changing is 

That concept must be understood merely incidental. 
and accepted else the Lifo principle Returning to the gasoline example, 
must be rejected. To illustrate this fur- it should not be a difficult task to as- 
ther, the use of Lifo in the oil industry sign the fixed value per gallon to the 
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various grades of gasoline at inventory 
time. In retailing, with so many thous- 
ands of items, the task of identifying 
each item at the close of the year with 
its predecessor at the beginning of the 
year for the purposes of assigning the 
fixed value would be impossible. But, 
as Opper said, or implied, in the 
Hutzler case, this situation should not 
prevent the retail craft from adopting 
Lifo (legal for all taxpayers under cer- 
tain regulations) if a practicable way 
of overcoming the hurdles of lack of 
merchandise identification can be found. 

This hurdle was overcome by the 
Controllers’ Congress in 1941, and the 
principle has now been approved by the 
Bureau of Internal Revenue. The an- 
swer to the problem is a price index 
applied not to each kind of article but 
to each department of the store. The 
price index originally developed by the 
National Industrial Conference Board 
working with the Controllers’ Congress 
has now been supplanted by the index 
especially developed for retailers by the 
Bureau of Labor Statistics of the De- 
partment of Labor. Space does not 
permit the necessarily lengthy state- 
ment of how the index figures are com- 
piled. Let it be said that each depart- 
mental figure is the (end) product of 
the retail-price changes over stated 
periods of the main components of the 
department weighted by their relative 
importance to the inventory. The index 
figures are based on a_ nationwide 
survey. 

The application of the departmental 
index figures from year to year, or 
semiannually, indicates the quantita- 
tive change in inventory. 

Here is a simple illustration: if, at 
the beginning of the year, the retail in- 


ventory of house dresses was $10,000 
and at the close of the year it was 
$12,000, and the index figure for house 
dresses showed a 20 per cent rise, ob- 
viously the $12,000 figure represented 
no increase in units in the closing 
inventory. 

That prompts the question, “Why is 
it necessary to measure the physical 
increase?” Simply because not to do so 
would make it easy to reduce taxes or 
reduce profits by the simple expedient 
of increasing inventory when prices are 
higher at the close of the year than at 
the beginning. Similarly, when the price 
level is down, if it were not necessary 
to consider quantitative changes, mak- 
ing a large purchase (increasing inven- 
tory) at the close of the year would be 
a means of increasing profits under 
Lifo. 

The law permitting the general use 
of Lifo says, in effect, that the valua- 
tion applied to the inventory at the be- 
ginning of the year must be applied at 
the end of the year to the extent that 
the beginning quantity is present in the 
closing inventory. Any additional quan- 
tity must be priced at (a) most recent 
cost, (>) at first cost or at average cost 
of the taxable year. 

In retailing, the most practicable 
method appears to be to use the first 
method as reflected in the price index 
at the close of the year, adjusted to cost. 
This has been approved by the Bureau 
of Internal Revenue. 

Before the formula itself is pre- 
sented, its purpose should be explained. 
The calculations are made departmen- 
tally. By the application of the change 
in the departmental retail-price index 
to the departmental retail inventory in 
dollars at the close of the year, the ef- 
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fects of changes in mark-on percentage 
and changes in cost (inflation or de- 
flation) are removed. (This may not 
hold true in the individual store for a 
given department because, as has been 
remarked, the index figures are nation- 
wide.) Once the new dollar figure is 
obtained, a comparison with the dollar 
figure at the beginning of the year is 
possible since both are now in terms of 
the same price level. The comparison 
will show the increase or decrease in 
“inventory units” expressed in dollars 
on the price level of the beginning of 
the year. If there is an increase, this 
must be revalued to the price level pre- 
vailing at the close of the year and re- 
duced to cost. The cost of the addition 
is then added to the Lifo inventory at 
the first of the year to obtain the Lifo 
valuation at the year’s end. A compari- 
son of this valuation with the “cost’’ ob- 
tained under the usual retail method 
will show the amount of “reserve” for 
possible deflation. Under a condition of 
deflation, the amount of excess Lifo 
value will be shown compared with 
market value. This latter situation 
might occur if a store adopted Lifo as 
of February 1, 1948, and found later 


that market prices (the index figures) 
had dropped below those prevailing 
when Lifo had been first adopted. 
Here is an example of Lifo mathe- 
matics in a hypothetical department, 
the price index for the first year hav- 
ing advanced 10 per cent (from 100 to 
110). It will also be assumed that net 
mark-on of the opening inventory was 
38 per cent and “net” purchase 
mark-on for the year 37 per cent. The 
“gross” or usual mark-on used for the 
purpose of obtaining the “cost” valu- 
ation under the retail method is 40 
per cent. These figures will be used 
throughout all examples. See Table I. 
Let us now carry this example fur- 
ther, assuming that the index figure for 
this department was 120 at the close of 
the second year. To measure the quan- 
titative increase, either of two methods 
may be used: (a) converting the clos- 
ing inventory to a dollar figure based 
on the index as it stood at the begin- 
ning of the year and then measuring 
the change, or (b) converting the clos- 
ing inventory to a dollar figure based 
on index 100 and measuring the change 
during the year by a comparison with 
the inventory at the beginning of the 


TABLE I 
First Year (Price Index Advances 100 to 110) 


ee Sees SUNN SU iidivck is sccwenawessedans cee cease sdesetsiiccccdcchte ds $20,000 
i: AOpen) INVENTOLY. et TPE OR 55 Sg ea cs oo be HL Oe eee 38% 
3. Opening inventory, “cost” (line 1 reduced by line 2)...............cceeeeeeees 12,400 
te Oe ae og A | en oe ro a eg Pe Ue 25,000 
5. Closing inventory, reduced to price index 100 ($25,000 = 110 X 100).......... 2,727 
i ee rere SU CUR FD sv bow dscebieein cts ik cddeedeiheincascdeas 20,000 
i, en II 54.5, S'S oan bos ned seule eek ese bucon np dokeeevenee ans 2,727 
POTEET TT TTT TRIE TT CTTE TTT Tee OEE 3,000 
9. Cost of increase (line 8 reduced by 37 per cent, net purchase mark-on)........ 1,890 
nr Or i Se i irs, Le whabda dake seh Sieur heb kahenveet svete 12,400 
11. Lifo inventory, close of year (line 9 + line 10).............. 0... ccc cece cee e eee 14,290 
12. Closing inventory, cost, retail method ($25,000 reduced by 40 per cent).......... 15,000 
me asito Pemerve Chit 12 —. Jie 1D) cc a cok cca vn 00d ev cdtnwecc ids ckccdcdeidecdene 710 
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TABLE II 
Second Year (Price Index Advanced to 120) { 
1. Opening inventory, retail (see line 4, previous year)............00: cece cece eens $25,000 
2. Opening inventory, Lifo (see line 11, previous year)............0c cee eee cece 14,290 
De I, i OW Iason 5 ic 55s Fie cos oie ns dee cd seieeiwes 30,000 ; 
4. Closing inventory, reduced to price index 100 ($30,000 ~- 120 * 100)............ 25,000 
5. Deduct opening inventory, reduced to price index 100 (see line 5, previous year).. 22,727 
ee ce cea eLe phe RDA C4As' > teebenhepeebeees 6 2,273 
7; Serene Be rere tee 120 (52.273 XK LBD)... cece ccc cece veces sccves 2,727 
8. Cost of increase (line 7 reduced by 37 per cent, net purchase mark-on).......... 1,718 j 
EEE SED PLETE TOPE PEE TERE E TET CET Ee TT ITE 14,290 
SO pees Airemaniy; nnn ok Cee SF Le D) oo ano oe nieces oes cee cine wee cwipineiee'e 16,008 
11. Closing inventory, cost, retail method (line 3 reduced by 40 per cent accumulated 
ae ras ch c-s Se wie sh eS nha sag 584s oh inns eo badurewan doa 18,000 
See ee MENS RENO EE Se ERIE EO) «5.5 sc eckicdccsic eas scccccctcccccesecesoesecs 1,992 


It will be noted here that the inven- 
tory under the Lifo theory is composed , 
of the opening inventory of the first 


year, based on index 100 also. The cal- 
culation which follows uses the latter 
method. Net and gross mark-on per- 
centages are the same (for the sake of 
simplifying the example) as in the pre- 
vious year. See Table IT. 


year plus part of the addition acquired 
during that year, this part being valued } 
at the prevailing price level at the close 


Let us now carry the calculations to 
the third year, in which the index has 
advanced to 130 but the inventory in 


of that year, 110. The remainder of that 
year’s acquisition, plus the entire incre- 
ment of increase of the following vear, 


dollars at retail has declined. See has been disposed of. 1 | 
Table ITI. As a further “exercise” in Lifé 
TABLE III ( 
Third Year (Price Index Advanced to 130 
1. Opening inventory, retail (see line 3, previous year)..............00..000cceuuee $30,000 ) 
2. Opening inventory, Lifo (see line 10, previous year).............0.0.0.-000c eeu eee 16,008 1 
ee 29,000 i 
4. Closing inventory, reduced to price index 100 ($29,000 -- 130 * 100).......... < Be07 
5. Deduct opening inventory, reduced to price index 100 (see line 4, previous year).. 25,000 
I ire ahi dee eae a retiy ss dutaee WbW ONe onc RERC6S «sed REBEL Mave 2,693 
7. This wipes out the previous year’s increase (see line 6, previous year)............ 2,273 
8. Leaving to be deducted from earlier increases............... ccc ccceecceeccceee 420 
9, Increase in next previous year (see line 7, first year) .............ccceeeeeeceeee. 2,727 
HOeaving as a Pemminter Of that imMcrease.. 66.c...cc oc ccc cc kc ccc ccccccccdccccccces 2,307 
11. Adjust to price level at the time of increase ($2,307 X 1.10).................... 2,537 
12. Cost of increase ($2,537 X .63) (using net purchase mark-on per cent of the year 
oe ee re baa 1,598 
13. Add opening Lifo inventory of the year in which this increase was first acquired 
(in this case, the cost inventory, line 10, first year)..............000....00-05 12,400 
14. Lifo inventory, end of third year (line 11 + line 12)......... ee ee ce 13,998 , 1 
5. Closing inventory, cost, retail method (line 3, $29,000 X .60) jus Ree oO 17,400 | 1 





Cn ee, Et, A ag ane ee se a bn teed 3,402 ] 
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TABLE IV 
Third Year (Price Index Declined to 110) 
1. Opening inventory, retail (see line 3, second year).............ccscccceseccceees $30,000 
2..Opening inventory, Lifo (see line 10, second year) ............ccccccccecccccees 16,008 
5: Closer tnivestiory; retail; mew GeMPGi ics... coos edhe cece cece eedesvecsivs sess 33,000 
4. Closing inventory, retail, reduced to price index 100 (32,000 = 110 X 100)........ 30,000 
5. Deduct opening inventory, reduced to price index 100 (see line 4, second year).... 25,000 
Sh eet ee TI INS CS 0 iso Cees coin kb oes nck Vie UR A meek cae ee 5,000 
7 ee ae CN ee eh Ss 6 oe eA kcie np cae Phenesass ccee coer teer are ess 5,500 
8. Cost of increase ($5,500 X .63) (reduced by 37 per cent net mark-on)............ 3,465 
D:  Aaed te ee 1505 VO 005 6 uo oo Heb oa 56 00s sane BOER OUN Cees 16,008 
SU ASU CRE SEGRE OE MORE ys 55.509 ics 4s 64 MR ANS OA 0 Rem ee eedouN ees 19,473 
11. Closing inventory, cost, retail method ($33,000 nig | NA rs Serna eee UA enrereay 19,800 
Se ey TORO VO Cre Bk — TF) oi os i vse nko hb ve ceeeins pelemuevedauneueawees ae ad 327 


mathematics, assume the following facts 
at the close of the third year in place of 
the figures used above, while the price 
index has declined to 110 from 120. 
See Table IV. 

It will be observed that the Lifo re- 
serve of $1,992 which existed at the 
close of the second year has decreased 
to $327. This is due to a number of 
reasons, chiefly because the inventory at 
the beginning of this year priced at re- 
tail on the basis of index 120 has de- 
clined to index 110, or approximately 
8.33 per cent. See Table V. 

Here it will be noted that the reserve 


has disappeared entirely, despite the 


fact that part of the inventory is still 
theoretically carried at price index 100. 
This is due to the distortion of the 
original Lifo formula using gross 
mark-on by reason of the Bureau of 
Internal Revenue’s requirement to use 
net mark-on. The writer can see that 
under certain circumstances, purposely 
exaggerated in the foregoing example, 
Lifo will have no advantage. In fact, 
with a continually increasing inventory, 
the Lifo calculation as required by the 
bureau will add to the inflationary ele- 
ment in the inventory rather than to 
reduce or remove it. 

If, in the foregoing example, the in- 


TABLE V 


Fourth Year (Assuming No Change in the Price Index 110) 


1. Opening inventory, retail (see line 3, previous year)...............02ceeeeeeeeee $33,000 
2. Opening inventory, Lifo (see line 10, previous year).............. Perec 19,473 
5) ACARI MERRIE, SOULE SU NEG oo ic we ea seis a0 Sma sok ue oo wes beac aenne 45,000 
4. Closing inventory, reduced to price index 100 (45,000 + 110 X 100)............ 40,909 
5. Deduct opening inventory, reduced to price index 100 (see line 4, previous year).. 30,000 
Ge cee eee ere WN TO olen ss oe Os so ca S ede ee ate ad eee tere hes kee 10,909 
RU AE CUES Ce LOWE Bio dss i Sess c Ee eee dad od enclidin’ oa poands 12,000 
8. Cost of increase ($12,000 X .63) (reduced by 37 per cent net mark-on).......... 7,560 
ae Ce as RAE ee SUOMI 6 ogo w cos d Sw acne hain dO mo oesorwte mp Boe FERS eee 19,473 
Re eer EONS, PE PONE oss ic pees uc swaae eee cee wen vovuaeh venbatensccewe ae 27,033 
11. Closing inventory, cost, retail method ($45,000 X .60)............. ccc ccc ee eee 27,000 
12. Lifo eS PIN es ee Si pac wi ae ae SS a ce athsle ee da abanwetee cats 33 
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ventory had decreased, the Lifo reserve 
would have increased. This is because 
there has been a reduction in the incre- 
ment(s) which had been added at a 
higher than actual cost due to the 
use of net mark-on instead of gross 
mark-on. 

It need hardly be added that I believe 
the bureau to be wrong in requiring the 
use of net mark-on. 
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Epitor’s Note: In Mr. Kleinhaus’ article in 
the October issue, “The Philosophy Behind 
the Last-In-First-Out Inventory Method,” 
two sentences were included that do not 
represent his point of view; namely: “For 
example, a review of the past twenty years 
will indicate the substantial tax savings that 
might have accrued to Lifo users. Consider- 
ing the possibility that prices might recede to 
their January 1941 levels, one can easily 
contemplate similar savings during the com- 
ing twenty years.” 
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The Missing Ingredient 


LAWRENCE C, LocKLEy 


Professor of Retailing, New York University 


“That man is patiently waiting till 
the next round of promotions so that 
he can work under a different boss,” 
said the personnel manager. We had 
just been going over an exceptionally 
able report which analyzed one of the 
more technical aspects of the firm's 
business. 

“Judging from this work,” I said, 
“he ought to be valuable to any super- 
visor. Is this memorandum a fluke?” 

“No,” he answered, “it’s typical of 
his work. He has been with the firm for 
some twenty years and has been in this 
job for ten. I suspect he knows more 
about the business of the firm than any- 
one else we have. He has a good mind, 
a memory that never lets anything get 
away, and an unusual flair for analy- 
sis.’ The personnel man lit his pipe 
and leaned back in his chair. 

“This is, as you know,” the per- 
sonnel manager continued, “a big cor- 
poration. Our work is based on some 
pretty technical developments, which 
take a lot of training and a lot of ex- 
perience. And we have a company rule 
book which, to look at, you’d think 
would cover every contingency that 
could possibly arise. The man we're dis- 
cussing knows our processes, Our mar- 
kets. our policies, and our rule book. 
And he thinks that is enough. 

“Unfortunately, our company is 
operated by a group of human beings, 
each with his due quota of human na- 
ture. And the one thing our friend has 
never learned is how to get along with 
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people. Nobody wants to fire him, and 
nobody wants to promote him. During 
the seven years I’ve been in this job, 
he’s had three different supervisors, 
and each one has wanted to have him 
transferred. They all admit that he’s 
good. But they say that he’s more 
trouble to put up with than he’s worth. 

“How is he hard to get along with? 
Well, that’s hard to say. You'd think 
that with his background here he would 
have realized long ago that people are 
not like calculating machines. But he 
always assumes that whatever policy 
or whatever procedure he has cooked 
up is bound to be right and that there 
is no room for argument. He makes it 
pretty clear that he doesn’t need any 
instructions and that he knows more 
about the job than the man who is 
supervising him. And while I don’t 
know that he ever uses the words, he 
wears a kind of ‘I told you so’ attitude 
whenever something goes wrong. 

“T think I can give you an instance 
of what I mean. Several months ago, 
we had some excess production in one 
of our departments, and we knew that 
we could sell it to one of our customers 
if we could meet an unusual delivery 
challenge. So our sales manager or- 
dered the material shipped from here 
by truck, in spite of the fact that using 
tank cars on a railroad would have been 
about ten cents a gallon cheaper. And 
what does our friend do? He pulls 
the company rule book on his boss, 
calling his attention to a statement of 








policy that goods are to be shipped by 
the most economical route. It meant 
about a dollar and a half a gallon if we 
could meet this unusual delivery re- 
quirement on a product that was es- 
sentially a by-product with war 
requirements in the past. And it ran to 
about a hundred thousand gallons a 
year. He said he wouldn’t be a party to 
a rule violation! 

“Then there was another instance. 
One of our customers wrote in that a 
shipment of one of our products had 
apparently developed a degree of tox- 
icity and several of their plant workers 
were hospitalized. One of the chemists 
who had helped to develop the product 
happened to be in the city where our 
customer was located. Did our friend 
wire the chemist ? No. He wrote a letter 
saying that we'd have one of our re- 
search physicians call within two weeks. 
Why? The rule book says that com- 
plaints of toxicity should be investi- 
gated by a physician. Sure, the 
rule book said so. But this was an 
emergency. 

“Maybe these cases are not too bad. 
Maybe they are just a little on the in- 
elastic side. But what irks his super- 
visors most is his generally negative 
attitude. He'll come up with a sugges- 
tion, almost always introducing it with, 
‘I don’t suppose you'll approve of this.’ 
And when he does not approve of a 
policy he is likely to say, ‘I see no 
necessity whatsoever for such a devi- 
ation from..... 

“Yes, we've tried him on a number 
of jobs. He can’t go any higher because 
he can’t get along any better with 
people under him than he can with 
people over him. People who work 
under him are not allowed to have off 
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days, make mistakes, or suggest ideas 
he has not thought of. 

“Is there anything particularly un- 
pleasant in the relationship between 
him and his present boss? Yes, I think 
you could say so. The man who is his 
immediate superior is one who is about 
ten years younger and just a tew years 
ago was understudy to our friend. And 
let me tell you, he’s smooth. I watched 
him earn his present promotion. We 
had a conference of all the top brass in 
the place, and this kid—I could call 
him that then—was called in because 
some of his work was involved and I 
guess the president didn’t want to put 
up with our friend. 

“The president stated the problem, 
and we all sat around discussing it. 
The kid didn’t open his mouth. Finally, 
the president asked him for his opinion. 
‘I’m right on the firing line, sir,’ he 
said, ‘and I can tell you that your new 
policy would solve some of our worst 
problems. But let me see if I’ve got it 
straight.’ And then he restated it —at 
least the president thought he did. But 
I noticed a little change or two that 
seemed to me to make it more 
workable. 

“And then the kid said, ‘Now I had 
a problem just yesterday. Would this 
be the way we'd handle it now?’ And 
the kid’s interpretation was something 
I’d swear no one had thought of be- 
fore, but it was so logical that everyone 
there felt he had had a part in it. By 
the time the meeting was over, the new 
policy was whipped into shape, mostly 
by the kid, who knew his stuff from 
current experience with it. And every- 
one in the meeting thought he had had 
a part in shaping the policy. 

(Continued on page 14) 
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A Brass-Tacks Approach to Retail 
Merchandising 


R. A. ZIEGLER 


Manager, Market Research and Public Relations, 
Cluett, Peabody and Company, Inc. , 


Bill Jackson is a fortunate young 
man indeed. When he was released 
from the Army his father decided it 
was about time to retire and turn the 
store over to Bill. At thirty-one, a col- 
lege graduate, and with four years of 
experience in the store before the war, 
Bill was ready to take over. Jackson's 
Men’s Shop had always been a good 
store: carried leading brands of quality 
merchandise, catered to the better 
trade. Many of the customers had 
shopped there for years, would not 
think of going anywhere else, especially 
for shirts, always a big item at Jack- 
son’s. The store had a fine location 
downtown, had been in the same build- 
ing for twenty-seven years. The layout 
and fixtures had not changed much 
over the years. Nothing modern about 
it, of course, but Walter Jackson, Bill’s 
father, had always been proud of it. 
The store had a sort of old-shoe, com- 
fortable look. Customers seemed to like 
the atmosphere. They were used to it, 
knew where to find things. 

It was a good-sized store; three 
salesmen and a stock boy kept them- 
selves reasonably busy. One salesman 
took care of the shirt section, another 
handled hats, shoes, hose, mufflers and 
sweaters, and the third ran the miscel- 
laneous section: ties, handkerchiefs, 
underwear, and so on. Throughout the 
store, stocks of the different items were 
neatly arranged each in its own sec- 
tion in polished, dark-oak drawers and 
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cabinets. There were neat displays in 
long glass-topped counters. 

For years Walter Jackson had car- 
ried Arrow shirts, liked them very 
much as did his customers. Ed Rogers, 
the Cluett, Peabody and Company 
salesman, had been calling on Jack- 
son’s for years. He was always a wel- 
come visitor. The relationship was in- 
formal, almost casual, and founded on 
mutual respect. Every once in a while 
Ed would bring up the subjects ot re- 
lated selling, stock control, and mer- 
chandising programs. It had become 
a kind of standing joke. Walter 
would grin: he had been in business a 
long time, knew what his customers 
wanted, knew how his stock moved. 
Ed would try to tell him that 60 per 
cent of his business in shirts was too 
much. Walter would laugh and make 
some remark about what a fine sales- 
man Ed was, trying to talk him out of 
buying shirts. 

To be sure, business had gradually 
fallen off a bit, but that was nothing 
to worry about. It was all part of the 
postwar readjustment. Besides, Walter 
had a lot of confidence in Arrow na- 
tional advertising. He also used the 
mats supplied by Cluett, Peabody and 
ran regular ads in his local newspaper. 
That was about how things stood when 
Bill got out of the service. Naturally, 
for a while Bill did not even think 
about making any changes. He just 
tried to carry on the business as it had 
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been. But gradually, because he was 
young and ambitious, he began to 
wonder what he could do to improve 
the business. Lacking his father’s years 
of experience and familiarity, he found 
it hard to keep his finger on all the 
details of store operation. He started to 
build records of his stock and orders. 
He began to check on the movement of 
items and sizes within various ranges 
and lines. He soon found that in spite 
of fairly generous stocks the store was 
often out of certain items. 

One day Ed Rogers dropped in to 
check on a fill-in order for Arrow mer- 
chandise. Bill told him what he was 
doing to build stock records. Ed 
showed him a unit-stock-control form 
developed by Cluett, Peabody. It uti- 
lized a simple, clear-cut, easy-to-use 
method for stock control that was just 
what Bill was looking for. When he 
learned that the forms were available 
for the asking, he immediately ordered 
a supply. It did not take Ed long to 
explain how to set up and use the form. 
Then he showed Bill a table of figures 
which listed the distribution of shirt 
collar size and sleeve length combina- 
tions among consumers. Even though, 
as Ed pointed out, this over-all distri- 
bution did not necessarily apply exactly 
to the customers of an individual store, 
Bill could see immediately how he could 
improve the balance of his stock and 
perhaps pick up some business the 
store had been missing. Ed went on to 
tell him about a continuing study of 
the trend of men’s furnishings sales 
among a sample of stores which indi- 
cated seasonal variations in the rela- 
tionship of individual item sales to the 
total as well as variations by price lines. 


That really brought Bill up short. What 
a help that kind of information 
could be! 

Bill began to look around the store 
reflectively. He remembered some of 
the other points Ed had talked about in 
the past. It was Bill who brought up 
the subject of related selling, and at 
Ed’s suggestion they checked back 
through a stock of sales slips. To Bill’s 
surprise more than 80 per cent indi- 
cated sales of just one item. Before he 
could recover from that shock, Ed pro- 
posed an experiment. As a result Bill 
had a couple of tie racks set up on the 
shirt counter because shirts and ties are 
a particularly effective selling combina- 
tion. He brought out some handker- 
chief trays. That was how it started. 
Two weeks later Ed was back again. 
There were four tie racks on the shirt 
counter. Some hosiery was displayed 
on top of the underwear counter, an- 
other important combination. Bill 
showed him some figures he had drawn 
from sales slips. Single-item sales were 
down to about 60 per cent. Even more 
interesting, shirt sales were about the 
same, but tie sales had jumped appre- 
ciably. The same thing was true of 
underwear and hose. 

When Bill started talking about get- 
ting some new fixtures and changing 
his layout, Ed brought out a brochure 
which described a store-planning serv- 
ice operated by the Russell W. Allen 


Company, Inc., for Cluett, Peabody. ° 


It told how the Allen Company, sales 
consultants to manufacturers and _ re- 
tailers, would analyze the whole mer- 
chandising operation of Jackson’s and 
lay out a program for complete mod- 
ernization of the store—layout, fixtures, 
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stocks—based on maximum utilization 
of store space and traffic. Bill was 
enthusiastic about the possibilities for 
a sizable increase in his business as a 
result of incorporating the related sell- 
ing concept. Ed emphasized that related 
selling in its broadest sense is not only 
the selling of two items together but 
the selling of all items carried in the 
proper proportion. It means taking full 
advantage of the sales opportunity cre- 
ated by a store’s consumer traffic. He 
showed Bill how the Arrow merchan- 
dising program was built around that 
kind of thinking, how national adver- 
tising and dealer advertising are tied in 
with featured merchandise month by 
month for a full year through a planned, 
co-ordinated program. 

Bill talked it all over with his father. 
At first Walter was aghast, then skep- 
tical, and finally, largely because he 
figured it was Bill’s problem now, he 
gave his reluctant approval. 

The Allen Company analyzed the 
store's sales, studied the layout, and 
submitted a plan. The local bank agreed 
to finance the modernization, and the 
program was executed by a local con- 
tractor. Bill was able to save some 
money with the assistance of Cluett, 
Peabody, which put him in touch with 
a fixtures manufacturer. Now, a year 
later, total volume is not only increas- 
ing but there is a healthier sales balance 
among the various items, and custom- 
ers find the store an easier and more 
attractive place in which to shop. It is 
also easier for the store sales staff to 
do a better job. 

Fiction ? Only in the details. In gen- 
eral the story of Jackson’s has a num- 
ber of very real counterparts all over 
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the country. Here are some excerpts 
from actual letters received by Cluett, 
Peabody and Company and the Allen 
Company from retailers : 

From Iowa. “The location of merchandise, 
the type of fixture it is displayed in, and get- 
ting it out of the boxes have helped a great 
deal in attaining the increase in business we 
are getting.” 

From New York. “We have used all your 
suggestions on type of fixtures, location of 
merchandise, and related selling, and so far 
it has proven itself extremely well. Our in- 
crease for the first two months of operation 
has been just short of 50 per cent.” 

From Louisiana. ‘We were able to keep a 
check of our results during the holidays in- 
asmuch as the traffic was at its highest point. 
Our sales in combinations increased at least 
twofold. Our sales in handkerchiefs were up 
about 60 per cent and our sales in ties up 
approximately one third. One of the nice 
features of the cases is that it decreased the 
amount of time necessary for a sale. It also 
allowed new clerks, unfamiliar with the 
stock, to make these sales without bothering 
regular clerks.” 

From Oklahoma. “We find that these cases 
are not only more attractive than our old 
ones but they speed up the sale and selection 
of merchandise and our customers and sales- 
people alike are enthused with them.” 


In essence, these reactions emphasize 
the fact that store planning enables the 
dealer to give his customers better 
service and helps him better to satisfy 
their needs and desires. It is all based 
on sound principles and tested methods, 
keyed to the particular situation and 
requirements of the individual store. 
The benefits to the dealer from such 
a program are certainly basic and 
obvious. 

3ut how about the manufacturer ? Is 
it just altruism, a desire to build good 
will on the part of Cluett, Peabody? 
Most assuredly not, for Cluett, Pea- 








body realizes very clearly that the com- 
pany business succeeds in direct pro- 
portion to the success of individual 
retailers. Whatever benefits the dealer 
benefits the company too. 

Because the Cluett, Peabody and 
Company merchandising program illus- 
trates the type of assistance available 
to retailers from progressive manufac- 
turers in other fields as well, it might 
be interesting to examine the program 
in more detail. First of all, the entire 
program is based on research. That is a 
term that often suggests mysterious 
methods and technical skills. Actually, 
in a merchandising sense, it simply 
means applying common sense to find- 
ing the facts about one’s business. It 
is frequently the difference between 
guessing and knowing. It is not a sub- 
stitute for managerial experience and 
judgment, but it does help to reduce 
the margin of error. Its effectiveness is 
not inherent in one function or at one 
level, it must be applied to an entire 
operation. In the final analysis the basic 
objective of any business, manufactur- 
ing or retail, is the delivery of a 
product into the hands of the ultimate 
consumer. Under our competitive sys- 
tem the successful accomplishment of 
that objective requires offering to con- 
sumers products they want at prices 
they are willing to pay. 

It follows then that research or fac- 
tual analysis of one’s business should 
start with the consumer. Accordingly, 
Cluett, Peabody conducts periodic con- 
sumer surveys to ascertain style prefer- 
ences, brand preferences, buying habits, 
and differences in the furnishings re- 
quirements of different types of con- 
sumers, The findings of these studies 


are applied to basic manufacturing and 
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merchandising planning. They are also 
available to provide guidance for re- 
tailers. In addition, various studies at 
the retail level are also conducted to 
supplement consumer surveys and to 
provide more direct and specific infor- 
mation on retailing problems. 

Consumers in the aggregate consti- 
tute markets. The next step. therefore, 
is analysis at this level. Market study 
takes the form of establishing market 
potentials: evaluating the amount and 
types of men’s furnishings businesses 
that exist in various sections and in 
different communities. It enables the 
company to assist retailers in obtaining 
their maximum share of business in 
their own communities. 

Fundamental and valuable as these 
functions are to the retailer, they con- 
stitute what is essentially indirect as- 
sistance. Direct aid is offered in the 
form of advertising and promotional 
material: newspaper-advertising mat 
service, display material, and adver- 
tised features tied in with a planned 
merchandising program. 

Another very important service is 
available through the sales-promotion 
department. About ten years ago, Clu- 
ett, Peabody retained the Allen Com- 
pany. The Allen Company made some 
early analyses of the relative frequency 
of combined sales of men’s furnishings 
items. Contrary to what most dealers 
thought, these studies indicated a large 
proportion of single-item sales, so tests 
were made by combining stocks and 
displaying different items together. Re- 
sults were startling. Combination sales 
and total sales were increased sharply. 
For instance, it was found that when 
selected ties were stocked and displayed 
with shirts, sales per customer were in 
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some cases virtually doubled. This led 
to further studies of store and depart- 
ment layout and fixture design and ul- 
timately resulted in the present pro- 
gram, now a basic part of Cluett, Pea- 
body merchandising policy. This is a 
selling policy which is sound because 
it helps the store make it easy for the 
consumer to buy the way he wants. The 
related-selling concept is expressed in 
Arrow’s advertised features : ensembles 
of shirts, ties, and handkerchiefs styled 
to go together. It is expressed in store 
fixtures designed on the basis of re- 
search findings and testing by the Allen 
Company. These fixtures provide for 
displaying and stocking related items 
together and for getting them out in 
the open. It is expressed even more 
fundamentally in the Arrow sales-plan- 
ning service, a _store-modernization 
program available to Arrow and other 
men’s furnishings dealers. The service 
embraces all men’s wear and men’s 
furnishings products, not just Arrow 
products. It is predicated on six basic 
essentials of modern sales planning: 

1. Sales must be planned to meet 
consumer demand. There is a definite 
relationship in the proportion of sales 
of different men’s furnishings items to 
the total. This relationship is a reflec- 
tion of consumer demand. It is not 
static. It is not the same in all stores, 
in all areas, or in all seasons. Each 
store’s planned sales should be based 
on knowledge of the current sales 
trends in stores of similar type, size, 
and location. 

2. There must be adequate stock on 
hand to develop planned sales. Turn- 
over is a result, not a cause. But too 
small a stock of one item means lost 
sales. Too large a stock of one item 
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may cause markdowns, may force. too 
small a stock of another item. There’s 
a proper stock-sales relationship. The 
right stock must be planned for the 
particular store. 

3. Each item should be given the 
right amount of space for stock and 
display. The right amount of space 
must be allotted to give the proper im- 
pression of assortments for each item, 
to provide sufficient selling area to give 
enough room for stock. Too little space 
for an item can cause subnormal sales. 

4. Each item should have the best 
possible location. Some items are 
mainly bought on impulse. Others are 
largely demand items. Generally, the 
“impulse” items should get the best 
traffic spots. Items that are most fre- 
quently bought together should be dis- 
played together and stocked together 
or close to each other. 

5. Each item should be displayed in 
fixtures that are planned. Fixtures 
should be planned to give the item the 
maximum impression of assortment— 
maximum stock at the point of sale. It 
should facilitate display and _ stock 
various items as seasonal changes re- 
quire. It should permit the use of dif- 
ferent selling methods at peak and 
normal periods. It should get the mer- 
chandise out where the customers can 
see, feel, and select it. 

6. The total should be 
planned. It should take maximum ad- 
vantage of traffic. It should get the 
highest possible circulation of traffic in 
all parts of the department. 

These six basic essentials apply to all 


layout 


stores, but it is inherent in the Arrow 
concept that no two stores are alike. 
Every store has its own individual 
problems of merchandise, sales, item 








location, layout, fixtures, and display. 
No two stores are exactly the same size. 
No two stores have exactly the same 
market. Thus the Cluett, Peabody and 
Company sales-planning program is a 
research-tested “fingerprint” analysis 
of the individual store and its problems. 

The dealer is supplied with a com- 
plete plan in kit form which includes 
layout photographs, fixture designs, 
stock and merchandising information, 
and other recommendations, together 
with an outline of the thinking behind 
the proposals. The entire plan is predi- 
cated upon a related-selling concept of 
all products carried by the store. The 
fixtures recommended are designed to 
accomplish the most effective sales of 
individual products and related items. 

It is becoming increasingly evident 
to retailers that the shoe is once again 
on the other foot. The consumer is at 





The Missing Ingredient 
(Continued from page 8) 

“No sir, the kid never once put him- 
self forward. The most he did was to 
ask a few questions now and then. No 
feelings were ruffled. And some sound 
decisions were reached. He's like that 
with everyone. I’ve never heard him 
give an order. He always sets up a 
situation where it is just inevitable for 
people to do what he wants them to do. 
Just last week, we had to prepare a 
report to send upstairs. We didn’t have 
much time for it, and it was important. 
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last approaching the happy state where 
he can freely exercise his traditional 
right to accept or reject according to 
his own desires. That represents a re- 
turn to normalcy which few of us can 
regret. It poses no problems that can- 
not be met by applying sound mer- 
chandising principles. The retailer who 
follows those principles, who is re- 
search minded, and who takes advan- 
tage of the facilities available from 
manufacturers will be in a more favor- 
able competitive position. 

This approach to merchandising is 
not unique. Other manufacturers have 
similar programs. It is part, we sin- 
cerely believe, of a growing trend 
toward more efficient distribution, a 
trend that will result in better products 
at lower prices for the consumer and 
better business with more profit to the 
retailer and to the manufacturer 


Did he get hot and bothered? Not at 
all. ‘Jim,’ he said to one of his men, ‘if 
you can get these figures to me by noon, 
we wont have to work overtime 
tonight.’ 

“Sure, he’s smart. He knows his 
stuff. But what counts most is the fact 
that he can get his points across up- 
stairs and get co-operation from his 
own people without putting himself 
forward. I guess working with people 
is an art. At least, I haven't been able 
to lay down any rules which teach 
people like our friend how to do it.” 
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How Big Is Retailing? And Is It Good? 


NATHAN E. HANDLER 


President, Shepherd Knitwear Compaiy, Inc. 
Lecturer, School of Retailing, New York University 


Retailing has been developing busi- 
ness giantism at an increasingly rapid 
rate since the end of the war. Thought- 
ful observers look upon this develop- 
ment with varying opinions. 

The old-line liberal of the 
suspects that the continuous 
streak of amalgamations, with their 
tactics of swallowing up individual de- 
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partment stores, specialty stores, and 
even smaller outlets, 
monopoly condition in retailing. An 
inevitable outcome of this trend, they 
feel, will be the restriction of the area 
of free enterprise and the more rapid 


is creating a 


approach of the stratification of our 
society into a large group of wage earn- 
ers and a small group of managers, 
owners, and directors of these ex- 
panded enterprises. The more optimis- 
tic school of observers looks upon this 
phenomenon as being typically Amer- 
ican and aver that the development of 
larger scale operation will bring the 
consumer better and cheaper merchan- 
dise—a bigger dollar of value than he 
was able to obtain in the horse-and- 
buggy era of retailing. 

And in the middle, as always, there 
is the consumer : inarticulate, apathetic, 
and either uncertain or ignorant of 
what goes on around him. And he is 
certainly not aware of the economic 
and social significance of the changes 
he barely notices. Equally affected is 
the vast army of employees, whose 
chances of rising from wage employ- 
ment decrease as retail firms combine 
into bigger and bigger enterprises. As 
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on 


they realize the increasing remoteness 
of their opportunities for rising to the 
management level, they will find it 
necessary to demand stronger protec- 
tion through the strengthening of labor 
organizations. Unions that will tightly 
organize and regiment all retail em- 
ployees are the inevitable concomitant 
to the growth of bigness in the field of 
retail distribution. 

What are the chances that this recent 
trend toward large-scale organization 
will succeed with specialty and depart- 
ment stores that depend heavily on style 
merchandise? Will the chain clothing 
store be as successful as the chain 
grocery store? Or will it pass out of the 
picture by gradual attenuation? We 
have seen the rise, the brief prosperity, 
and the decline of earlier clothing, 
cigar, and drug chains. Albeit an im- 
portant question, it cannot be answered 
except by the passage of time. Present 
answers are certain to be colored by 
the economic and sociological biases of 
each answerer. But there are some in- 
fluencing factors that can be appraised 
before the fact. 

The first of these is the government. 
Many of the amalgamations we are ob- 
serving come about through the pur- 
chase and sale of business properties 
that are not really purchases or sales in 
the true sense of the word but rather 
exchanges of stock certificates. They 
are certainly within the present area of 
legality, but some of them may be out- 
side the boundaries of everyday morals. 
It is entirely possible that Congress 
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and the Treasury Department will come 
to question the propriety and ethics of 
these transactions. 

One of the first steps a harassed 
President and Congress, in search of 
higher revenues, might reasonably be 
expected to take would be a modifica- 
tion of the capital gains tax, the gentler 
touch of which has been a motivating 
factor in many recent business mar- 
riages. In addition, it is reasonable to 
expect a popular government, such as 
we now have, to consider whether the 
Securities and Exchange Commission 
needs stronger legislation to back it up. 
Possibly we might consider whether 
penalty taxation and other punitive 
controls are legislative probabilities. 
For many years, the antitrust laws have 
been honored in the breach rather than 
by observance. Yet recently the Anti- 
trust Division of the Department of 
Justice has been looking farther afield 
than its former orbit among the heavy 
industries. The possibility of an admin- 
istration dedicated to a tightening and 
a strict enforcement of antitrust legis- 
lation might serve as a sober deterrent 
to giantism in retailing. 

A second consideration is the pos- 
sibility of an eventual reaction to the 
tactics of the “Big.” It is a well-known 
fact that the large enterprises are quite 
smug about what might mildly be called 
the aggressive types of conduct they 
exercise against their suppliers. I do 
not mean to say that the big buying 
organizations serving the chain stores 
and the department-store groups are 
staffed with rogues and dictators. Nor 
do I mean to suggest that manufac- 
turers and wholesalers and jobbers who 
serve them are purer or nobler than the 
general run of human beings with busi- 


ness responsibility. But I do submit 
that big buyers usually behave like 
big buyers! 

During the sellers’ market we have 
passed through, any vendor who had 
merchandise was courted and cajoled. 
3ut we have passed through this phase. 
In a buyers’ market only the giants of 
manufacture and wholesaling will be 
able to stand the pressure. The small 
manufacturer, the gullible, and the 
weak will submit, and, as long as they 
are useful to the large buyers, get the 
preference. 

‘The evidence is already accumulat- 
ing. The name brand, the powerful 
supplier will find the sledding very 
tough in the next period. His prices 
will have to compete with those of sub- 
contractors, shoestring operators, and 
marginal firms, eager to bask in the 
sunshine of big-business patronage. 
Since the suppliers with name brands, 
and the responsibility that goes with 
them, will be unwilling to cut quality 
in order to meet this type of price com- 
petition, they will be forced to ally 
themselves with the remaining inde- 
pendent retailers and to give them sub- 
stantial and effective support so that 
these smaller firms will be able to com- 
pete. The only alternative to this is 
for the manufacturers themselves to 
enter the retail field. 

The retail business is fluid. Tobacco 
chains sell haberdashery; clothing 
chains sell shoes, hats, and furnishings, 
and latterly have been branching out 
into the feminine-apparel field gener- 
ally. The automobile-service store goes 
in for sporting goods; the drugstore 
stocks all lines and will soon be selling 
wearing apparel. The lunchroom may 
be expected to combine its normal serv- 
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ice with the selling of anything else 
that will make the cash register tinkle. 
Possibly we may buy overcoats or um- 
brellas or galoshes with our coffee and 
cakes. 

It is this adaptability, this capacity 
to readjust to changing opportunities 
that suggests that the triumph of big- 
ness in the retail business is not as cer- 
tain as it seems. The proprietor of an 
individual store who has a _ pleasing 
personality, who can add_ personal 
service to good values can move with 
more speed and agility than can the 
amalgamated mastodon. The big giant 
may undersell on many items, but he 
can never do it with the personal touch. 
And that touch is important. Moreover, 
the. large firm faces the handicaps that 
come from the increased power of 
workers, the higher wages, and the 
other familiar end results of union 
activity. 

There are other factors that | deem 
of extreme importance. Power cor- 
rupts. Great power corrupts greatly. 
And that corruption may not be a moral 
corruption. It is not true that the type 
of buying in even our largest metro- 
politan department stores is objectively 
good. Much of it is sophomoric; a little 
of it is downright bad. The quality 
purchaser, more and more, is forsak- 
ing these emporiums. Merchandise 
made by unskilled and unintegrated 
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manufacturers may be cheaper, but it is, 
in addition, inferior. 

What hope, therefore, is there for the 
small businessman? Considerable, I 
think. The entire future of all business 
is wrapped up with political and eco- 
nomic ideologies that, as we can see, 
are unfavorable to big business unless 
government operated or controlled. It 
is said to be the century of the common 
man, and the common man suspects big 
business. And big retailing is close 
enough to him to fall within his ken. 
Moreover, circumstances force an alli- 
ance between the large manufacturer 
and the small retailer because the man- 
ufacterer cannot exist without markets 
furnished by the latter. The brains, the 
best brains available in designing, ad- 
vertising, and promotional work of all 
kinds will be enlisted to make what, at 
first, seemed to be an unequal struggle 
a little more nearly equal. And the 
small merchant must have a devotion to 
survival because his alternative is work- 
ing for wages for his large competitors. 

We are definitely facing a period of 
guerilla war between the large retailing 
firms and the large number of inde- 
pendent merchants. The outcome is far 
from certain. But I, myself, hope that 
the future historian, in writing of the 
contest, will not be able to say, in 
Goldsmith’s words, 


“Til fares the land, to hastening ills a prey, 
Where wealth accumulates, and men decay.” 











The Eight Steps to Better Advertising 
Results 


JoHN GIESEN 


Director, Retail Division, Bureau of Advertising, American Newspaper Publishers Association 


A significant advertisement appeared 
in metropolitan dailies a little over a 
month ago. The ad was sponsored by 
Burlington Mills. It was headlined, 
“What Do Advertising Managers 
Think About?” 

The copy portrayed a few thought 
processes of one of today’s typical ad- 
vertising managers. He said: “Too 
often, I run a honey of an ad—and 
nothing happens. People stay away in 
large numbers! Prices are too high. My 
advertising costs, like all costs, keep 
going up!” 

The advertising manager went on: 
“I’ve got to refuse to allow advertising 
to be used as a blood transfusion on 
something that really requires embalm- 
ing. I’m only going to promote the pro- 
motable. I’m going to tell any buyer 
who tries to use advertising to cover up 
merchandising mistakes where to head 
in. Let him go get his merchandising 
manager's permission for a markdown. 
A markdown’s the only medicine for 
dead items.” 

Then the copy said: “And I know 
where I can find live items—right in my 
scrap books. Vl find ads that pulled— 
because the items were right, and the 
prices were right. And that makes the 
ads right!” 

That was one of our leading fabric 
manufacturers thinking aloud about the 
temper of our times. Fundamentally, 
this modern manufacturer was putting 
a new “English” on an old, old retail 
truism: “Even advertising won't make 


18 


folks buy when they don’t want to buy 
and even advertising won't make people 
buy July goods in August.” 

With the advent of modern-day mer- 
chandising, poor timing of an advertise- 
ment is a relic of the days of the “pot- 
boilers’ and the “hunch doctors.” 
Retailers today possess a wealth of the 
equipment and knowledge necessary to 
reduce the guess hazards in advertising 
planning to the lowest minimums in 
history. Exhibit A in proof of this 
statement is Erwin Spoo, president and 
treasurer of Spoo and Son, men’s wear 
store of Madison, Wisconsin. 

Erwin Spoo is pioneering one of the 
most sensible, simple, and successful 
attacks on the problem of newspaper- 
advertising planning ever devised for a 
retail store. The planning procedure 
was developed for Spoo and Son by the 
daily newspaper of Madison, based 
upon planning philosophies advocated 
by the Retail Division, Bureau of Ad- 
vertising, American Newspaper Pub- 
lishers Association. This is a case study 
of Spoo and Son and of the store’s 
eight-step advertising-planning proce- 
dure which may well serve as a model 
for all stores, large and small, through- 
out the country. 

The story of Spoo and Son has its 
roots back in prewar vears when many 
retailers, too many without ever realiz- 
ing it, faced a critical merchandising 
and advertising problem. The problem 
had to do with spreading their invest- 
ments, and their advertising, over the 
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maximum number of fast-turning, 
wanted items. For in prewar years 
many merchants realized 65 per cent to 
70 per cent of their sales on only 30 
per cent of their stocks. This meant that 
65 per cent of stocks produced only 35 
per cent of sales. And it meant, too, 
that probably a large portion of adver- 
tising was done on the 65 per cent of 
stocks that contributed a bare 35 per 
cent of sales. 

Erwin Spoo discovered similar lack 
of balance in his own merchandising 
and advertising, has adjusted his ad- 
vertising to correct the errors, and has 
emerged with an advertising plan that 
reduces to its simplest forms the task 
of promoting the right merchandise at 
the right time and at the right price. 


THE BACKGROUND 


Erwin M. Spoo opened a small men’s 
wear store on Madison’s North Carroll 
Street on Capitol Square in 1927. He 
began on a small scale with a few well- 
known lines of men’s clothing, chiefly 
Hickey-Freeman and _ Griffon — suits. 
Always energetic, Spoo prospered and 
soon occupied adjoining 
doubled his available floor space, and 
remodeled the entire store interior in 
1938. 

Frontage of the store is now approx- 
imately forty feet at 18-20 North Car- 
roll Street, one of Madison’s most 


quarters, 


desirable business locations. There is 
one selling floor plus a basement tailor 
shop and storage space. Ninety per cent 
of the store’s merchandise is branded. 

Soon after the doors of his store 
opened, Erwin Spoo began advertising, 
principally in newspapers. From the 
beginning, too, his advertising pro- 
duced results. Under the combined im- 
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pact of good merchandising, store 
improvement and expansion, and ag- 
gressive promotion, total annual vol- 
ume at Spoo’s had mounted each year 
until at the end of 1947 it had reached 
almost $350,000. 

During ail that time there has been 
a noticeable correlation between in- 
creases in advertising effort and gains 
in store dollar volume. These increases 
are compared for the last five years in 
Table I below. 


TABLE | 
Total Advertising 

Year Sales (Inches) 
ee $176,657 3,856 
ee 199,536 3,972 
| Se ee nF 231,798 2,649* 
i a ee” 269,550 2,509* 
NOE oa taaichanise eo 338,389 4,974 


* Newsprint rationing. 


Newsprint rationing in 1945 and 
1946 curtailed newspaper space during 
a period of severe shortages of men’s 
wear. During these two years, Spoo’s 
volume rose apace with the addition of 
all available lines of men’s clothing in 
the face of an unprecedented public de- 
mand. It is noticeable, however, that 
following the resumption of more 
nearly normal advertising schedules in 
1947 Spoo’s sales registered their big- 
gest jump in the entire five-year period. 

The plot unfolds. In March 1948, 
with the co-operation of the daily news- 
papers in Madison, Erwin Spoo began 
a general re-examination of his adver- 
tising program. Where could he im- 
prove it and by how much? 

At the core of his decision was the 
firm’s determination to better its com- 
petitive position and secure a higher 
percentage of available local men’s wear 
business. Spoo had never been entirely 








satisfied with his advertising. He 
wanted more carefully planned promo- 
tions, better-looking advertisements to 
reflect his better-looking store. But he 
was constantly beset by the multiple 
problems of the small retailer. There 
was no large staff to prepare advertis- 
ing, no group of high-salaried mer- 
chandisers to guide the proper selection 
of merchandise for promotion. Despite 
all these inherent difficulties, Spoo 
wondered: “Why can’t a small store 
devise an advertising program that 
matches that of the largest stores in its 
timeliness and its execution?” To find 
some of the answers, Spoo called in 
representatives of his local newspaper. 

Right from the start a decision was 
made. Proper planning procedures first 
had to be devised before maximum 
returns could be realized for each ad- 
vertising dollar. But where did these 
advertising procedures begin and which 
were proper?’ Erwin Spoo considered 
for a while and came up with an all- 
important answer : inevitably, they had 
to begin with the purchases of the cus- 
tomers who regularly entered his store. 


THE STORY OF CUSTOMERS 


Al discovery ts made. His local news- 
papers started Spoo on the right track 
with a suggestion: the purchases of 
goods and services by his customers 
were measurable and could be com- 
pared from month to month. Spoo could 
not predict what any single customer 
would buy, where he would buy, or 
how much he would pay. But what of 
all his customers measured together ? 
Multiplied by the wants and needs of 
thousands of men’s wear buyers, did 
not their individual differences trans- 
form themselves into lump sums ? 
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Encouraged again by the daily news- 
papers in Madison, which supplied all 
the necessary data, Spoo found that 
while he could not measure the buying 
habits of his customers individually he 
could measure them collectively. And, 
once measured, these buying habits 
were amazingly dependable and estab- 
lished a pattern for his entire year’s 
business. 

His first step was to study a national 
buying pattern, see how it applied 
locally, and then how it applied to his 
own store. But did a national pattern of 
retail sales exist? And, if it did, was 
there much of a variation in it from 
year to year? 

Once more his daily newspapers 
answered Spoo’s question. He was 
shown a chart of department-store sales 
from month to month throughout the 
country as reported by the Federal 
Reserve Board. The chart compared 
the fluctuation from month to month 
of department-store sales from 1938 to 
1944, years in which sharp variations 
occurred in the availability of merchan- 
dise, purchasing power, and total retail 
sales. Yet in this entire period, total 
department-store sales had fluctuated 
within the narrow limits of only 1.5 
per cent. 

In January, for instance, the maxi- 
mum percentage of annual business 
done in any of these seven years was 
7 per cent. The minimum percentage 
of annual sales done in any January 
was 5.8 per cent. The difference was 
only 1.2 per cent. In April, the maxi- 
mum percentage of the year’s business 
in any of the seven years was 8.6 per 
cent, the minimum 7.6 per cent. Varia- 
tion was only | per cent. 

Here was a meter of mass buying 
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action that to Spoo was more valid than 
any “sixth sense,’ hunch, or intuition 
of which he had ever heard. He deter- 
mined to follow through on his study 
of buying patterns locally and in his 
own store. 

What was the buying pattern for 
men’s clothing in his own trading area? 
How did his own store sales compare-— 
and his newspaper linage space 
allocations ? 

Aided by the daily newspapers in 
Madison, Spoo set to work. From them, 
he received Federal Reserve figures for 
the Seventh District. These figures 
represented the per cent of annual busi- 
ness realized during each month of 
1947 in the men’s clothing departments 
of department stores. He then deter- 
mined (a) the per cent of annual busi- 
ness done in each month of 1947 in 
his own store and (b) the per cent of 
his annual newspaper linage invested in 
each month of 1947. Table Il below 
compares all these figures. 

Spoo was pleased. The figures told 


clothing sales in his entire district rose 
in per-cent-to-year, his own store sales 
rose. By and large, he was fully realiz- 
ing his seasonal potentials and operat- 
ing his business according to its estab- 
lished seasonal pattern. He did much 
better than the district in December, 
but undoubtedly because men’s furnish- 
ings were not included in the Federal 
Reserve measurement of men’s clothing 
sales. 


BAIT UPON THE WATERS 


Over-all, too, he had advertised in 
direct relation to the trend of sales. In 
July, for instance, when district sales 
and store sales were at their lowest 
figures for the year, his advertising 
dropped proportionately. The figures 
were proof to Spoo that, generally 
speaking, he was casting his bait upon 
the waters when the fish were biting. 

The biggest deviations of his adver- 
tising percentages from sales percent- 
ages occurred in October and Novem- 


ber. In these months, the store’s 





an interesting story. Where men’s advertising figures rose considerably 
Tase II 
Seventh Spoo Spoo 
District Men's and Son and Son 
Clothing Sales,1947 Sales,1947 Linage, 1947 
Month Per Cent Per Cent Per Cent 
DT achavtharpcicapdevebha sess teas iseaeakbwasd 6.06 6.8 5.0 
SEED” ilrs GAS eyo Ges er ae ee eN oa ewe es 6.11 ve 9 
each ba tis Bk ad ey ee Rede tasckebes 9.04 7.1 6.6 
Ett On On eT Seer Ar Pe ee Pe CR 8.39 8.9 6.5 
EE ee ey ee Ae eT yy 9.05 7.8 8.3 
Dine cc oe sic ce-cadsihaa wan arctan nen eeeee Tonnes 8.57 8.5 9.0 
ST Maven Vass -kinseereadsaeed nnkks2sekbpah eens 4.92 4.9 4.2 
SS Ge Sa ere a ed ey oe ee 7° Oeao 4.2 ta 
eT ELD I EE ee . 10.28 10.2 10.3 
I ee Ue hi ak ak a See anin on 0 0 9.86 9.5 13.4 
RNIN 65 0s a hs Hn VS peewee & 11.76 10.8 13.3 
ES Sr eee rr ie ee ene 10.86 15.8 15.6 
100.00 100.0 100.0 
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above sales percentages. Might it not 
have been wiser to have used some of 
this linage in the months when adver- 
tising dropped below sales percentages ? 
It was a question Spoo had to consider. 

So much for study of the entire store. 
What about his individual depart- 
ments? Spoo realized that buying pat- 
terns undoubtedly existed for each and 
every line of merchandise carried in his 
store. The important thing was to be 
sure he was advertising these depart- 
ments in close conformity with their 
sales patterns, that is, if he wanted to 
fish when the fish were biting. 

Here again the daily newspapers in 
Madison came to his assistance. Two 
months during different seasons of the 
year, March and September 1947, were 
chosen for comparison. Departments 
were compared on a chart, listing the 
names of the departments; in the next 
column, the per cent of the month’s 


Taste III 
MARCH 1947 
Per Cent 
Per Cent of March’s 
of March’s Total 


Department Total Sales Advertising 


i kk: eee 33.0 0.0 
i ge ec 10.4 15.4 
RENE clin a «accep 9.7 36.0 
NE re rcs es ay 7.6 8.8 
reis- shirts ........ 6.5 0.0 
NetkWear ........... 7.5 11.0 


SEPTEMBER 1947 
Per Cent of 
Per Cent of September's 
September's Total 


Department Total Sales Advertising 


WOO? wuitS 2. hs 34.1 18.7 
ee eee ee 13.4 i7.2 
eee re ee 9.0 Ae | 
Se 7.5 5.2 
J ge! 6.8 5.8 
Neckwear ........... 3.9 0.0 


total sales realized by each department ; 
and in the right-hand column, the per 
cent of the month’s total advertising 
allocated to each department. Here is 
what Spoo found. See Table III. 

More discoveries. In March 1947 
wool suits contributed 33 per cent of 
the month’s sales and received abso- 
lutely nothing in the way of advertis- 
ing support. March was a good month 
for suits, too. Also in March felt hats 
contributed only 9.7 per cent of the 
sales of Spoo and Son but received 36 
per cent of the month’s linage. 


WANTED: PLANNING 


The September study revealed other 
imbalances between selling opportunity 
and advertising effort. Wool suits con- 
tributed 34.1 per cent of the month’s 
total sales but received only 18.7 per 
cent of the month’s linage. Felt hats 
contributed 9 per cent of the month’s 
sales but received 22.1 per cent of the 
month’s total linage. 

Like a great, great many other 
stores, Spoo and Son had gone fishing 
when the fish were sleeping and gone 
home after the fish started biting. 

Where lay the answer? Spoo now 
wanted a specific and simple planning 
procedure that would eliminate these 
imbalances and remedy the situation. 
The planning procedure had to do a 
number of things. First, he wanted to 
establish the selling pattern for his 
annual business, highlighting the im- 
portance of each month. Then, break- 
ing down each month in turn, he 
wanted to allocate newspaper linage 
evenly among his departments in pro- 
portion to their importance to the 
month's business. But he also wanted a 
“reserve” fund to be used to promote 
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“runners,” special events, and clear- 
ances and to build up weak depart- 
ments. Spoo wanted March 1948 to 
look radically different from March 
1947. Back he went to the daily news- 
papers in Madison. 


THE EIGHT STEPS 


There he found the simplified plan- 
ning procedures which Spoo and Son 
and other Madison stores are pioneer- 
ing today. The daily newspapers of 
Madison had worked long and hard in 
perfecting advertising-planning meth- 
ods, had come up with their eight-step 
procedure. It was more than a pro- 
cedure: it was an ideology based on 
the premise that the time to ask people 
to buy is when they want or need to 
buy. 

From his newspapers, Spoo secured 
an all-important planning form ( which 
has been reproduced in full on pages 
24-25). On this form were listed de- 
tailed instructions on how the eight 
steps could be executed in his store. 
These steps are presented chronologi- 
cally below, along with an explanation 
of how they helped Spoo and Son 
transform an unplanned March 1947 
to a successfully planned March 1948. 

Step 1: How big is the month? To 
Erwin Spoo, the logical first step in 
the monthly planning of advertising 
was to get an idea of the importance 
of the month’s sales potentials to his 
total annual volume. His study of sea- 
sonal buying habits proved useful now. 
It will be recalled that the pattern of 
men’s clothing sales at Spoo and Son 
closely matched the pattern of men’s 
clothing sales in the Seventh Federal 
Reserve District. They thus became 


interchangeable, and Spoo could use 
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his own store figures as an indication 
of the seasonal character of men’s 
clothing sales. 

In March 1947 the sales of Spoo and 
Son had totaled $21,286 and repre- 
sented about 7.1 per cent of the year’s 
total sales. If all the months of the year 
accounted for the same proportion of 
annual sales, this figure would be 8.3 
per cent (100 per cent divided by 
twelve months). March was thus a 
little under an average month but not 
as low as July with only 4.9 per cent 
of annual sales. There was 7.1 per cent 
of the year’s estimated business to be 
realized. 

Step 2: What is the month’s sales 
goal? Here the very word “goal” sug- 
gests planning. Specific objectives were 
outlined for the month by the store’s 
executives. In March 1947 Spoo and 
Son had realized $21,286. Should this 
figure be revised upward or down- 
ward? Spoo considered many factors in 
making a decision. Among them were 
increased prices, an early Easter, the 
freer supply of merchandise, and more 
aggressive selling. Accordingly, Spoo 
and Son set its sights on an increase 
of 19 per cent over last year. That 
meant $27,200 in March 1948. Now, 
how to attain this volume? 

Step 3: What percentage of sales 
should be invested in advertising? 
Erwin Spoo set his budget at 5 per 
cent of estimated sales. This figure 
could be altered with experience. The 
important fact was that, now that he 
had a specific goal, he was not idly 
dreaming of its becoming a reality. He 
had set about to determine the amount 
of advertising support necessary to 
achieve the goal. For, if he were shoot- 
ing at a target with a howitzer, would 
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he not first have to determine carefully 
the weight of propellent charge needed 
to reach the target ? 


ae ae 


THE “a” AND “B”’ OF BUDGETING 


At this point, upon the suggestion 
of the daily newspapers in Madison, 
Spoo added a further refinement to his 
budget. Many stores hold back a por- 
tion of their budgets as a reserve fund 
to promote new merchandise, special 
events, clearances, etc. Erwin Spoo 
planned on the same kind of reserve 
fund. He never believed his men’s hats 
department had approached their full 
sales potentials. From this reserve fund 
he could secure the additional promo- 
tional funds necessary to stimulate lag- 
ging or weak departments. 

The five per cent total budget was 
divided into the A budget and the B 
budget: 4 per cent for A, 0.5 per cent 
for B, and the remaining 0.5 per cent 
to cover the cost of art and engraving. 
Applying these percentages to his goal 
of $27,200, Spoo emerged with $1,088 
for the A_ budget, $136 for the B 
budget, and $136 for art and engraving. 
How much advertising space did these 
figures represent ? 

Step 4: hat is the month’s adver- 
tising-space budget’ This was simple 
to determine. Spoo simply divided his 
dollar budget by the space rate of his 
newspapers and emerged with 570 
inches in the A budget and 71 inches in 
the B budget. Now he was ready to ap- 
portion these inches among his various 
departments. 


Step 5: What departments, com- 


modity groups, items, or services offer 
the best sales opportunities? Here 
again Spoo reviewed last year’s per- 
formance. In March 1947 wool suits 


had accounted for 44 per cent of his 
sales, slacks only 7.6 per cent. He 
would distribute linage to these depart- 
ments in the same ratio. The planning 
form helped immeasurably, too, since 
he was able to estimate 1948 unit sales 
in each department, average prices, and 
the goal for each department. From the 
daily newspapers in Madison, Spoo re- 
ceived additional information on sell- 
ing opportunities: Federal Reserve 
data, mediums records figures on de- 
partmental advertising among depart- 
ment stores, and George Neustadt 
measurements of the advertising on in- 
dividual commodities in 1947. But it 
was chiefly on the basis of its own 
performance of the year before that 
Spoo and Son was able to select its 
outstanding departments. 

Step 6: How should advertising 
space be distributed among items? 
From the A budget Erwin Spoo al- 
located advertising space to his various 
departments in direct proportion to 
their planned sales goals. Wool suits, 
which were expected to contribute 
about 35 per cent of sales in March 
1948 received 35 per cent of the 
month’s total budgeted linage, about 
200 inches. Similarly, the A budget 
was distributed equitably among the 
various other departments. 

But what of the hat department? 
In March 1947 hats had accounted for 
9.7 per cent of the store’s sales. Spoo 
set a goal of 10 per cent for March 
1948, planned more emphasis on the 
department in the future. To build it up 
he dipped into his B budget for an 
extra 10 per cent of advertising effort. 
Thus he was neglecting none of his 
departments and giving special atten- 
tion to the one that needed it. 
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Step 7: What prices should be fea- 
tured? Now that he had re-examined 
his entire advertising program, Spoo 
had to be careful lest he reduce its 
effectiveness by pricing himself out of 
his intended market. Spoo and Son 
featured quality branded merchandise 
and has always directed its appeal to 
the popular price range. Accordingly, 
name-brand labels predominate in each 
Prices are listed with 
and are carefully 


advertisement. 
each promotion 
ordinated. High quality promotions are 
alternated with advertisements stress- 
ing utility at lower prices. 

Step 8: How should space be dis- 
tributed throughout the month? The 
daily newspapers in Madison helped 
considerably here by providing a cal- 
endar form on which to plot the inser- 


co- 


and the selling opportunities available 
in particular weeks were deciding 
factors in determining the timing of 
specific Spoo advertisements and the 
general frequency pattern used. Spoo 
and Son distributes its space, however, 
with these primary objectives in mind: 
(a) at least biweekly representation in 
the newspapers, (b) appearance of 
items on those days when they can 
take the best possible advantage of 
weather and local special sales events. 


ACHIEVED: BALANCE 


The right items at the right price. 
The eight planning steps were now 
completed. In effect, Spoo and Son had 
started with a study of the buying 
habits of customers and continued a 
chain of reasoning to its logical climax: 


tion of each planned advertisement the planning of daily advertisements in 

(see calendar on pages 24 and 25). the daily newspapers in Madison. Here 

The size of the space budget is how the planned March 1948 looked : 
Tas_e [V 


PLANNED SALES AND ADVERTISING: 


Per Cent of 
-lanned Goal 
for March 


Department 
Wool suits 
Topcoats . 
Sport coats 
Slacks 
Raincoats 
Hats 


Dress 


ND ruse sas hoi Gla aauhed phased Sexbdl 


Sport shirts 
Pajamas 
Hosiery 
Miscellaneous furnishings ................ 


Sweaters ... 
Underwear 
Neckwear 


* Add space from B budget. 
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34.0 
13.4 

Wf 
7.6 

Pe 
10.0 
10.0 


CN — — ee DO 1) Go 


100.0 


MARCH 1948 
Per Cent 
of Planned 


Advertising 


Planned 


Planned Advertising 


Sales for March (Inches) 
$9 248 .00 34.0 200 
3.644 .80 12.0 74 
1,550.40 6.0 34 
2,067 .20 8.0 45 
299 .20 Py 0 
2.720 .00 10.0 57* 
2,720.00 10.0 57 
924.80 3.0 19 
544.06 2.0 11 
598 .40 3.0 17 
516.80 1.9 0 
299 .20 1.0 6 
516.80 2.0 11 
1,550.40 6.0 34 
$27 200.00 100.0 565 











be 


28 JOURNAL OF RETAILING 


Balance. Many improvements over 
March 1947 are obvious. By following 
through on the eight planning steps, 
the store had: 

1. Accurately gauged the month's 

opportunities 

2. Estimated the month’s sales 

3. Fixed the advertising percentage 

investment 

4. Determined the amount of adver- 
tising space available 
. Determined the departments of- 
fering the best sales opportunities 
. Allotted newspaper space in pro- 
portion to these opportunities 
. Reviewed their pricing policy 
. Taken the best possible advantage 
of local buying habits and possible 
weather 


mn 


fo) 


ON 


THE PLANNING FORM 


To Spoo and Son the most important 
single tool in achieving this co-ordi- 
nated promotion program is the plan- 
ning calendar supplied each month and 
in advance by the daily newspapers in 
Madison. Let the reader now study the 
planning form on pages 24-25. To illus- 
trate the store’s methods the complete 
planning procedure for the month X 
1948 has been reproduced on the plan- 
ning form. These are actual figures for 
an unidentified month. 

At Spoo and Son this form is com- 
pleted by W. Roy Dillon, the firm’s 
advertising manager, and staff with 
the close co-operation of Wes Holm- 
quist, vice-president and general man- 
ager, Jack Hilgers, display manager, 
and Ed Hartung, office manager. Com- 
pleted forms are filed at the end of 
each month with tear sheets of the ad- 
vertisements run. The file constitutes 


an accurate and detailed record of the 


firm’s total volume, daily sales, de- 
partmental volume, and advertising 
investment. 

A close look at the planned month 
X will reveal a number of interesting 
facts about the pulling power of news- 
paper advertising and the positive ef- 
fects of good planning. 

In month X 1947 the store had in- 
vested 3.6 per cent of its actual volume 
in newspaper advertising. The planned 
newspaper budget for the same month 
of 1948 amounted to 4.0 per cent. Yet 
after the results for the same month 
were in, volume had risen enough to 
lower this newspaper investment to 
only 3.4 per cent of sales, actually lower 
than it had been in 1947, when less 
volume had been realized. 

Spoo and Son realized 95.88 per cent 
of its planned goal for month X 
1948, an increase of 7.8 per cent over 
the same month of the vear before. 
What influence did newspaper adver- 
tising have upon this percentage of the 
goal? 


THE POWER OF ADVERTISING 


The answer is revealed in the store’s 
system of checking its progress toward 
each month's goal. Every Tuesday a 
table similar to the one on page 29 is 
completed. Listed are the various de- 
partments, their sales goals, and the per 
cent of the month's goal realized to that 
date. 

Now Erwin Spoo could begin dig- 
ging for specific advertising results, 
especially after the entire month had 
been completed. For instance, the plan- 
ning form shows the month’s goal for 
wool suits as $5,200. The full quota of 
two advertisements on wool suits was 
used in the first two-week period of 
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TABLE V 


SALES THROUGH FIRST HALF OF MONTH “x” 


Department 
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month X. What does the checking form 
reveal about sales results for the two- 
week period? Seventy-seven per cent 
of the month’s goal realized! At the 
end of the month this department went 
way over its goal. 

Now contrast wool suits with sum- 
mer suits. The planning form lists 
$3,375 as the month’s goal for sum- 
mer suits. No summer-suit advertise- 
ment was placed in the first two-week 
period of month Y. Only 27 per cent 
of the month’s goal realized in 50 per 
cent of available selling days! 

Then came the planned summer-suit 
advertisement. At the end of the month, 
sales had soared to $2,977.50, or 88 per 
cent of the planned goal. 

A phenomenon? Perhaps. 
sider. Compare the per cent of the 
month’s goal realized by all products 
advertised in the first two-week period 
with the per cent of the month’s goal 
realized by all departments not adver- 
tised in the first two weeks of month 
NX. Advertised: 60 per cent of the 


Sut con- 
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Goal (100 Per Cent) 


Per Cent of Goal 
Sales to Date Realized to Date 


$5,200 $4,022 77 
3,375 918 27 
688 588 85 
1,500 895 60 
3,000 1,351 45 
561 347 62 
700 250 36 
1,020 418 4] 
326 5 — 
1,700 1,045 61 
900 204 23 
400 88 22 
675 393 60 
600 344 57 
1,300 700 54 
700 328 47 


month’s goal. Nonadvertised: 37 per 
cent of the month’s goal. At the end of 
the month X, advertised departments 
accounted for 95.4 per cent of the 
planned goal; nonadvertised depart- 
ments, only 4.6 per cent. 

Surely results like these could be 
credited to planning alone. In this case, 
they are not. Thoughtful buying, smart, 
co-ordinated window and interior dis- 
play, sound store policies, and alert 
salesmanship have all played highly 
important parts in this success. But it 
is undeniable that planning procedure 
for sales and advertising have done 
more to increase the effectiveness of all 
these other factors than anything else. 
Mr. Spoo says, “We are well satisfied 
with the results already obtained dur- 
ing the six months we have used the 
procedure. And we honestly believe 
that we have only begun to secure the 
full benefits inherent in planning.” 

Spoo and Son has made great 
strides, too, in making its advertise- 
ments more attractive. “Once we have 
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the right items properly timed and 
priced, we promote them with ads that 
sell,” Spoo declares. Here again the 
local newspapers came to his assistance. 
Together, the newspapers and Spoo 
and Son established a _ seven-point 
checking procedure to assure each ad- 
vertisement a maximum chance for 
success : 

1. Be sure there is a dominant il- 
lustration. It packs attention and sell- 
ing power. 

2. Leave plenty of marginal white 
space. It ensures legibility and good 
organization. 

3. The right typography provides 
easy reading and an opportunity to 
vary selling emphasis. 

4. Make your signature distinctive, 
easily recognized. 

5. Work on copy. It is the clinching 
tool in changing a reader into a buyer. 

6. Good organization emphasizes 
the logic of your message. Tell a story 
from the beginning and carry it to its 
logical conclusion. 

7. Institutional 
bring many a buyer into your store. 
Spoo and Son are part of a daily local 


information will 


and national merchandising drama. 
Brand names are household words, old 
friends, and members of the family to 
most customers. To the advertiser, 
brand names are old friends indeed in 
bringing maximum returns for every 
newspaper-advertising dollar. 


THE PHILOSOPHY 


Sut dominant among all the factors 
that have brought increased produc- 
tivity to the advertising dollars of Spoo 
and Son is the store’s philosophy gov- 
erning the use of advertising. For to- 
gether, the daily newspapers of Madi- 
son and Spoo and Son are practicing a 
simple, fundamental philosophy of re- 
tail-store advertising. 

Retail sales are not constant by days 
of the week. Retail sales are not con- 
stant by months of the year. People 
buy goods or services when they want 
or need those goods or services. It can 
be determined when people want to 
buy by when they have bought. When 
people want to buy is the time to ask 
them to buy—through advertising in 
newspapers. All business is local and 
seasonal. 
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Five Facts About Wholesaling 


Festus J. VIsER 


Research Fellow, School of Retailing, New York University 


At the turn of the century there were 
three common ways in which depart- 
ment stores could buy. Trips abroad for 
the purchase of foreign goods were 
sometimes made. Occasionally trips to 
market centers were undertaken where 
buying in most cases was done in 
wholesale-house showrooms. But the 
most extensive buying method was 
through traveling salesmen represent- 
ing wholesale houses. 

Since that time—particularly within 
the last twenty-five years—we have 
seen a major transition away from this 
situation. Department stores have come 
to buy a large percentage of their needs 
directly from the manufacturers, with 
an increasing trend in this direction 
more apparent today than ever before. 
The wholesaler, through many years, 
has been an economic institution who 
has served the retailer effectively and 
profitably. Before this channel of dis- 
tribution 
should be inspected to see if any bene- 


is completely forsaken, it 
fits are being lost as newer methods are 
adopted. 

With this precaution in mind, five 
fundamental facts on wholesaler distri- 
bution might well be examined. These 
facts are not presented as an argument 
either for or against wholesaling. The 
retailer in a given situation must make 
his own decision on this alternative. 
They are merely five “inescapables,” 
and under no circumstance should they 
be overlooked when the retailer makes 


his decision. 
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FACT NUMBER ONE 


The wholesaler as a business or- 
ganization may be eliminated; but in 
any scheme of distribution the func- 
tions of wholesaling and their conse- 
quent costs cannot be escaped. 

Any buyer readily knows that goods 
in most cases are not ready for con- 
sumer sale upon coming off the farm 
or out of the factory. Our American 
system permits a small amount of “fac- 
tory door” consumer selling, but it is 
certainly of inconsequential propor- 
tions. Because of the various complexi- 
ties in our economic organizations, the 
vastness of the physical area which our 
production facilities must cover, and 
the tone of consumer tastes, goods im- 
mediately produced must be subjected 
to several essential processes or steps 
in moving from the sources of produc- 
tion to the consumer. Most outstanding 
among these steps may be listed those 
that follow: ? 

1. Merchandising. 
best described as the adjustment of 


Perhaps this is 


production and distribution to con- 
sumer demand. It- involves primarily 
three questions: what to produce and 


distribute, how much, and when to 


undertake it. 
or agencies must perform this activity. 
£ 7 

2. Standardization and grading. This 


Obviously some agency 


is probably of greater importance in 
agricultural production than in factory 


Surface, B. F. 
(New 


1R. S. Alexander, F. M. 
Elder, and W. Alderson, Marketing 
York: Ginn and Company, 1940). 
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production. But in either case or- 
ganized study and planning are neces- 
sary to prescribe successfully for a 
product those characteristics deemed 
desirable by the consumer. 

3. Storage. Agricultural products, 
for the most part, are harvested in the 
fall of the year. Similarly our factory 
production is most appropriately spread 
out over a production season rather 
than geared to the exact demands of 
consumption, week by week, month by 
month. In the process of adjusting the 
production of goods to staggered con- 
sumer demand, storage activities are 
inevitably involved. 

4. Traffic planning and execution. 
Neither factory nor farm production 
can satisfactorily be located conven- 
iently to all or even a significant part 
of demand. Some agency must perform 
the planning and execution of the com- 
plex routings that these goods inevita- 
bly must travel. 

5. Financing. Money and credit are 
essential factors to distribution, for all 
the processes to which goods are sub- 
jected in both production and distribu- 
tion of necessity have to be financed. 
Frequently a distribution agency must 
finance a source of production, or one 
distribution agency must finance an- 
other distribution agency. Needless to 
say, money and crédit are required to 
have a source and are expected to yield 
a return. 

6. Risk management. In producing 
and distributing physical goods, it is 
necessary that some agency take legal 
title to the goods. Such an agency, un- 
avoidably, runs risks against losses re- 
sulting from physical factors such as 
fire, flood, and storm, from economic 
factors such as sudden price declines 


and financial recession, and from 
merchandising factors such as con- 
sumer nonacceptancé, and consumer 
resistance. 

7. Assembling. For all practical pur- 
poses, goods are of little value to 
anyone selling them, manufacturer, 
wholesaler, or retailer, unless they are 
brought together into some kind of ac- 
ceptable assortment. Such a problem 
becomes indeed large in scope when we 
consider the transportation, arrange- 
ment, planning, and many other factors 
necessary to make this activity success- 
ful. Some agency must perform the 
task. 

8. Buying and selling. This involves 
the economic operations resulting from 
the taking and changing of legal title 
to goods. Actually, goods physically 
move through our distribution system 
by changes in title. Effective distribu- 
tion demands agencies take title and 
facilitate changes in title. 

The wholesaler previously has been 
a marketing unit who specialized in 
the performance of a major portion of 
the activity involved in these steps. 
However, it is possible to eliminate this 
unit as an organization. Large retailing 
operations have in many instances suc- 
cessfully done so. But while the organ- 
ization can be eliminated it should be 
apparent that such a move merely in- 
volves the transfer of the performance 
of certain activities from one agency 
to another. The large department store, 
for example, may go directly to the 
manufacturer’s showroom to buy. But 
the goods still must pass through such 
processes as storage, risks, financing, 
merchandising, and all the others. 

By the same token, these processes 
or functions must be paid for in any 
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system of distribution. Regardless of 
who performs them, they represent in- 
escapable costs. The significant point 
to decide then is not how to eliminate 
the functions and costs of wholesaling 
but rather how these functions can be 
performed most efficiently and at the 
same time most economically and who 
can best accomplish these economies, 
the wholesaler, the manufacturer, or 
the retailer. 


FACT NUMBER TWO 


Although a great quantity of goods 
for department-store purposes may be 
bought advantageously directly from 
the manufacturer, a large portion may 
be bought equally or more advan- 
tageously through wholesalers. 

The stocks of the average depart- 
ment store or large specialty store in- 
clude a tremendous assortment of 
goods. This assortment is made up of 
hundreds of general types of merchan- 
dise and thousands of classifications 
and varieties. Such a stock represents 
hundreds upon hundreds of resources. 
Of this wide range of merchandise, two 
general groups may be formulated for 
purposes of department-store buying: 
group one, that portion of merchandise 
which may best and most profitably be 
bought directly from manufacturers, 
and group two, that portion of mer- 
chandise which may best and 
profitably be bought through wholesale 
houses. 

Distribution to a large extent is the 
result of the type and characteristics of 
production. Production may be classi- 
fied in several ways on the basis of 
these characteristics. One classification 
is from the standpoint of when produc- 
tion, time wise, takes place. In this 


most 
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sense there are two types of producers : 
producers who produce in anticipation 
of orders and producers who produce 
in fulfillment of orders. The former 
generally represents a manufacturing 
operation spread over an entire year 
or extended production period rather 
than crowded into one or more heavy 
production seasons. The latter usually 
represents the manufacturer of a com- 
modity subject to rapid changes in 
consumer acceptance. 

In this sense there are those com- 
modities readily affected by rapid 
changes in consumer acceptance, 1.¢., 
stvle goods, and those commodities not 
subject to very rapid changes in con- 
sumer acceptance, 1.¢., staple goods. 
Many commodities, of course, fall some- 
where between these two extremes. 

It seems to be generally accepted in 
buying circles that those goods affected 
by rapid and moderately rapid style 
changes and those goods produced in 
fulfillment of orders not only are best 
but almost of necessity must be bought 
directly in today’s markets. 

It is usually agreed that this latter 
type of manufacture is a more costly 
operation than the tvpe based on antici- 
pation of orders. But all concerned, 
including the consumer, have come to 
be willing to pay added costs to achieve 
the desired effect of rapid style changes. 
Therefore, for the sake of the rapid 
movement of goods, distribution must 
be geared to this phase of production 
and adjustment must be made—at the 
admitted sacrifice of economy—to sat- 
isfy a demand on the part of the ulti- 
mate consumer. Goods of this nature 
obviously fall into group one, those 
most advantageously purchased direct. 

In group two an entirely different 
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situation exists, for in this group of 
goods are included those commodities 
which are not affected by style changes, 
or only by slow changes to say the 
least, and which are manufactured in 
anticipation rather than in fulfillment 
of orders. This would include, roughly, 
commodities of a staple nature. 

Staple goods like fashion goods must 
pass through all the several steps of 
distribution. But in contrast to fashion 
goods, the consumer does not demand 
and is not willing to bear the expense 
of any speeding-up of the distributive 
system. Hence the retailer, large or 
small, is expected to effect all possible 
economies in moving such commodities 
from the factory to his store. 

It is on this latter point alone that 
any justification for the wholesaler as 
an organization may exist. If the whole- 
sale house is operating under maximum 
efficiency, or even efficiency comparable 
to that of the direct-selling manufactur- 
ing house, he is, from the standpoint 
of most department stores, in a position 
to perform the essential steps or func- 
tions of distribution in staple lines far 
more economically and efficiently than 
the manufacturer. Several bases for 
such a conclusion exist. Firstly, the 
wholesaler is a specialist by study and 
by experience in the performance of 
these functions of distribution whereas 
the manufacturer is a specialist in the 
planning and execution of a product. 
Secondly, the wholesaler is in a posi- 
tion to lessen distributive costs by 
spreading them over many lines and 
many phases of a purely distributive 
operation. The manufacturer is com- 
pelled to place his distribution costs all 
on one or at best on a few lines. Final- 
ly, the wholesaler occupies a position 


in the distributive system that will ex- 
pedite distribution. He can cut distribu- 
tion costs then by simplifying a retail- 
er’s buying problem and a manufac- 
turer's selling problem. 


FACT NUMBER THREE 

The cost of much wholesaler distri- 
bution to retailers is no more, fre- 
quently less, than manufacturer or 
producer distribution. 

The validity of this proposition, of 
course, will rest upon several appreci- 
able conditions. Much depends upon 
the wholesaler’s operating on a level of 
maximum possible efficiency, or cer- 
tainly on an efficiency level comparable 
to that of competing manufacturers and 
producers. Secondly, the proposition is 
true as far as generalization will per- 
mit it to be. Such a generalization cov- 
ers many specific cases, but admittedly 
there is always the exception here and 
there. 

There is a dearth of available statis- 
tical data on distribution costs both of 
wholesale houses and of direct-selling 
manufacturers. The 1939 census of 
business, however, provides some in- 
teresting light on the topic. ‘Whole- 
salers Proper” (the census terminology 
for a wholesale house as such) had 
expenses in 1939 of $3,023,627,000 or 
12.8 per cent of net sales.* Manufac- 
turers were divided into two groups for 
census purposes: those with sales 
branches carrying stocks and those with 
sales branches not carrying stocks. The 
first group, the nearer competitor of 
the wholesaler of the two, had 1939 


2United States Bureau of the Census, 
Wholesale Trade, Census of Business, Vol- 
ume Two (Washington, D. C.: Government 
Printing Office, 1939). 
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TABLE [ 











MANUFACTURERS SELLING 


Expenses 
(oe ae, re 
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EXCLUSIVELY TO WHOLESALERS 


Mill Numbers 








TABLE II 


MANUFACTURERS SELLING EXCLUSIVELY TO RETAILERS 


Expenses 


WORN GUMUNISITAUIVE 5 oo. kc esescs tee cs cuss 
COMMISSION BNO €XENSE 6.66 ce es codes 
EINES rantns cds is awa ees heed steve 
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Total selling and administrative ............. 





4 5 30 31 37 

ig eteen 2.47 2.61 2.45 3.10 2.09 
ca rae 1.42 1.51 .82 a) 31 
ee 2.20 1.48 an 94 re 
ad sce 3.62 2.99 1.54 1.45 63 
6.09 5.60 3.99 4.55 2.72 

Mill Numbers 

54 57 59 60 61 

5 sive ree 6.27 4.06 6.16 3.79 
IO 9.37 9.04 3.64 9.40 5.59 
sgieee 5.62 3.87 1.92 9:05 13:17 
sa. 5.39 V RY 7 6.60 10.61 5.48 
20.38 20.63 12.16 29.06 24.24 

28.09 26.90 16.22 35.22 28.03 


* “Other selling expenses” includes salaries of officials, wages, rent, show and shipping rooms, 
fire insurance, cartage and freight outward, and other selling expenses. 


figures of $1,191,188,000 or 13.5 per 
cent of net sales. The second group had 
expense figures of $324,175,000 or 6.9 
per cent of net sales. The difference is 
accounted for in this latter group by 
the fact that substantial portions of the 
expenses that justly belong in selling 
costs were charged to manufacturing 
costs. Storage, stockkeeping, and short- 
ages are examples of such items. 

While these figures present the 
picture in part, they are not purely 
comparable. The expense figures of 
manufacturers, for example, include 
selling costs of manufacturers to both 
wholesalers and retailers rather than 
just to retailers, as is the case of 
“wholesalers proper.” Nevertheless, the 
figures clearly indicate that there was 
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no important difference in the expenses 
of “wholesalers proper” and manufac- 
turers with stocks, only the slight varia- 
tion of .7 per cent. It seems obvious, 
even with the significance of the figures 
qualified, that the two operations, as of 
1939 at least, were being maintained 
on approximately the same expense 
levels. 

A more emphatic piece of evidence 
are figures included in a study made by 
the United States Department of Com- 
merce on the hosiery industry.* This 
study embraced the examination of 
some seventy-three representative ho- 
siery manufacturers, some of whom 


3 Government Facts About the Dry Goods 
Business (New York: Wholesale Dry Goods 
Institute, n.d.). 
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were selling exclusively to wholesalers, 
some exclusively to retailers, and others 
combining both channels of distribu- 
tion. The two tables on page 35 have 
been made up of manufacturers se- 
lected as typical in each of the first two 
groups. They include comparative ex- 
pense per cents of the two types.* 

Sut certain lines of logic seem even 
more compelling in dealing with the 
stated proposition than the quoted sta- 
tistical data. Firstly, the merchandising 
and selling of a line to the retail trade 
by a manufacturer is an operation 
foreign to the planning and production 
of the line. An entirely different organi- 
zation must be set up to carry on the 
essential activity. This is involved, dif- 
ficult, and expensive. Generally, the 
main reason that a manufacturer begins 
the undertaking on a major basis is to 
secure increased emphasis on the pro- 
motion of his product within the retail 
store, rarely to effect any major econ- 
omy in distribution. 

Secondly, the retail store encounters 
greater buying effort and expense in 
direct buying. It involves many more 
resources to consider than an efficiently 
managed group of wholesalers would 
necessitate. Thirdly, a wholesaler’s op- 
erating and selling expenses are spread 
out over many lines of goods and 
phases of activity whereas, in the case 
of manufacturers, such expenses are 
placed in total on one line or at best on 
a few lines of goods. Fourthly, the 
wholesaler, as a specialist in distribu- 
tion and the steps and processes which 
it entails, can perform logically a 
smoother, more effective, and more 
economical operation. Finally, the 
wholesaler, by reason of being a special- 


4 Tbid. 


ist, can render many services readily 
and economically that could contribute 
to the profitability of the department 
store. Such services as staggered deliv- 
eries, immediate attention to the filling 
and delivery of reorders, and merchan- 
dising advice and information are a few 
examples of many possibilities. 


FACT NUMBER FOUR 


Much of the trend away from the 
use of wholesalers as a source of supply 
is the result of emotional fixations on 
the part of department-store buyers 
rather than of scientific analysis of 
market conditions. 

Buyers buy frequently on the basis 
of their feelings rather than on the basis 
of their reason. To some extent this is 
creditable. At certain times and within 
reasonable limitation, details of style, 
timing of promotions, and the like are 
accomplished best on “hunches.” But 
it is a wise precaution indeed to elimi- 
nate the guesswork from merchandising 
wherever possible. Certainly in regard 
to resources feelings have no justifica- 
tion when substituted for facts. 

Frankly, the notion of emotional fix- 
ations against wholesalers by depart- 
ment-store buyers cannot be proved in 
indisputable terms. But significant evi- 
dence points to this being the case. 
Consider the matter of the number of 
lines a given buver inspects in a given 
commodity before buying. Usually, 
very few inspections are made: buyers 
are busy people, and lines are many. 
Sut the important angle is why does 
such a buver look at one small group 
of lines rather than another group of 
other lines? Is it a matter of scientific 
consideration with the application of 
some set form of elimination? Or is it 
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the result of his “hunches” and “feel- 
ings” which grow out of previously 
satisfactory relations, of friendships in 
the market, of the fact that the rest of 
the trade uses those resources, or of 
any number of emotion-producing fac- 
tors, justifiable or unjustifiable ? 

In much the same emotional way it 
appears that many buyers choose to buy 
direct rather than through wholesalers. 
Feelings, the attitudes of others in the 
trade, unanalyzed trends in buying cir- 
cles—all these and more are examples 
of factors giving rise to emotional fixa- 
tions against the wholesaler, all at the 
sacrifice of a reasonable and scientific 
analysis of the problem at hand. 

Other factors broader in scope and 
perhaps less direct in cause have 
wielded some influence in this direction. 
The rise of chains is a prime example. 
The panicky buying of the depression 
years played an important part. Also 
there is the lack of proper adjustment 
to the effect of fashion change on mer- 
chandise as it has developed within the 
last three or four decades. Im each of 
these cases, the department-store reac- 
tion, typically, has been cluttered with 
emotion far too frequently. 

Indeed, there is a growing need for 
buyers to make more scientific evalua- 
tion of all possible sources of supply. 
Such a procedure involves several re- 
quirements. One, guesswork, feelings, 
and emotional fixations, where possible, 
must be eliminated. All resources must 
be approached with the determination 
to use those offering the best and most 
profitable merchandising opportunities 
to the store. Two, some consistent plan 
of covering an adequate sample of all 
resources shculd be adopted. The re- 
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starting point but never as a “crutch,” 
as is so often the case. 


FACT NUMBER FIVE 


In spite of what appears to be a defi- 
nite trend toward direct buying in all - 
lines, wholesale houses will probably 
grow rather than diminish in the 
future. 

There are two bases for such a con- 
clusion. First, reliable statistical data 
would indicate that wholesaler selling 
is tending not to decrease, as popularly 
believed, but to maintain a level in line 
with direct-manufacturer selling. Ac- 
cording to the 1939 census, 42.8 per 
cent of the total sales of the wholesale 
trade in 1939 were sales by “wholesal- 
ers proper.” This represented a decline 
of only .1 per cent over 1935. Corre- 
spondingly, in 1939 direct-selling man- 
ufacturers made 24.5 per cent of total 
wholesale sales in comparison with 24.2 
per cent in 1935, an increase of only .3 
per cent. To be sure, the margin be- 
tween the two is relatively small. 

In the matter of the number of estab- 
lishments, a similar situation exists. 
“Wholesalers proper” in 1939 main- 
tained 50.7 per cent of all establish- 
ments, an increase of .3 per cent over 
1935. Manufacturers showed a corre- 
sponding increase of .2 per cent. 

The second basis for the conclusion 
in the stated proposition is that, in spite 
of the fact that a direct-buying trend 
seems to be growing, several other 
trends in the current marketing situa- 
tion appear to have the potentialities of 
altering and perhaps eliminating its 
growth. Extensive merchandise diversi- 
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fication on the part of smaller mer- 
chants, particularly, is an example. 
These merchants will of necessity rely 
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more and more on their resources in 
handling their growing diversified 
stocks. The wholesaler, rather than the 
manufacturer, would seem to be the 
only logical answer. 

Similarly, the trend toward a con- 
sumer demand for smaller, more inti- 
mate, and conveniently located stores 
is significant. If this continues to de- 
velop, the result will inevitably be more 
smaller, branch department stores and 
fewer large, centrally located ones. 
Smaller retail establishments, where 
operated with any degree of autonomy, 
are almost compelled to use the services 
of the wholesaler. 


Finally, as the trend toward mass 
production grows into even greater ap- 
plication, mass distribution must corre- 
spondingly develop. If the marketing 
situation is pictured without wholesale 
organization, i.¢e., every manufacturer 
selling to every retailer directly, a dis- 
tribution economy evolves that is far 
from the needs of mass production. For 
mass distribution essentially requires 
the flow of goods from the producer 
to the consumer through as few lines as 
possible as cheaply and as efficiently as 
possible. A set of well functioning, 
properly organized middlemen seems to 
be the only answer. 
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Research by Retailing Students 


RatepH H. OAKEs 


Professor of Marketing, Marquette University 


Prestige for teacher and school plus 
pressure to augment income rather than 
desire to advance the methodology of 
education are conceivably the stimuli 
that have catapulted retailing research 
into high fashion at collegiate schools 
3e this true or not, re- 
search can be fruitful also as a teaching 


of business. 


technique when undertaken as a class 
project in a retailing course. 

As background for discussion, sev- 
eral research topics with which almost 
any retailing class should be able to 
cope may be listed (with a few ampli- 
fying references) : 

1. Traffic counts, parking counts, 
See Albert B. 
Movement of 


speed-delay studies. 
Blankenship, ‘The 
People: A Field for Market Research,” 
The Journal of Marketing, XIII, No. 
1, 44-51. 

2. Fashion counts at strategic points 
or functions, sometimes supplemented 
by brief interviewing. 

3. Counts of the number and per 
stopped” by win- 


cent of passers-by 
dow or other displays. 


4. Departmental or store-wide traffic 


counts in connection with — special 


promotions 


5. Sales audits to measure the effect 
of display or other advertisements. See 


1 Among teachers reporting in the 1947 
National Roster of the American Marketing 
Association, retailing research is the leading 
research interest. Cf. Lincoln Clark, “Mar- 
keting Courses and Marketing Research,” 
The Journal of Marketing, XII, No. 4, 
488-92. 
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Helen Guild 
Technique for a Small Rural Store,” 
Journal of Retailing, XXIII, No. 2, 
38-42, or Ralph H. Oakes, “Can a 
Suburban Community Newspaper Be 
an Effective Advertising Medium?” 
News Bulletin (University of Chi- 
cago), IV, No. 3. 

6. Analyses of merchandise infor- 
See 


sierer, “Copy Testing 


mation in retail advertisements. 
Howard M. Cowee, 
Information in Retail 
Journal of Retailing, 
33-36. 

7. Comparisons of prices or other 
factors in different store 
types. See Howard M. Haas, “Price 
Differentials Among Grocery Stores in 
Bloomington, Indiana,” The Journal 
of Marketing, V, No. 2, 148-55, and 
Phillips, “Grocery Store 


“Merchandise 
Advertising,” 


XX, No. 2Z, 


stores or 


Charles F. 


Prices,” The Journal of Business of 
the University of Chicago, VIII, 
143-49. 


8. Buying habits of consumers. See 
Walter B. Kuenster, “Buying Habits 
University of Pennsylvania 
Campus,” The Journal of Marketing, 
V, No. 2, 166-67. 

9. Analyses of consumers’ merchan- 
dise needs. See Melvin Tick, “A Small 
Town Store Studies Its Market,” 
Journal of Retailing, XXIII, No. 3, 
ae 


on the 


10. Trading area _ (flow-of-trade) 
studies. See Victor W. Bennett, “Con- 
sumer Buying Habits in a Small Town 
Setween Two Cities,” The Journal of 
Marketing, VIII, No. 4, 405-16, and 
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Paul D. Converse, “Consumer Buying 
Habits in Selected . . . . Communities,” 
Business Studies No. 6 (Urbana: Uni- 
versity of Illinois, Bureau of Economic 
and Business Research, 1948). 

11. Consumer attitudes toward re- 
tail salespeople and their behavior. 
See W. K. Dolva, ed., The Consumer 
Tells (St. Louis: Washington Uni- 
versity Department of Retailing, 1947), 
and Robinson and Robinson, Success- 
ful Retail Salesmanship (New York: 
Prentice-Hall, Inc., 1946), pp. 347-52. 

12. Consumers’ appraisals of com- 
peting stores. See Jessie V. Coles, 
“Student Reactions to Different 
Groups of Food Stores,” The Journal 
of Marketing, X, No. 4, 390-94. 

Research on one of these topics by 
a class can furnish each student with 
valuable practice in gathering and 
analyzing useful retailing information. 
Perhaps a more important benefit is 
the appreciation of the difficulties and 
rewards of fact-gathering which are 
provided by research experience, 
especially if no course in research is 
offered by the school. Participation in 
a class project that requires interview- 
ing helps to develop that awareness of 
differences between individuals or 
groups which is so widely held to be 
essential background for successful re- 
tailing careers. A helpful by-product 
of any type of class-research effort, I 
find, is better motivation—more earn- 
est attention to readings and lectures. 

Perhaps the greatest contribution of- 
fered to the pupil by the class-project 
technique of teaching is the verification 
of so-called academic theories it may 
provide and the consequent deeper 
etching of vital truths. Students do ask 
themselves: “Are the textbook rules 


really ‘right’ :’’ and: “Does the teacher 
really know ‘what it’s all about’ ?”’ 
Project findings can give a persua- 
sively affirmative answer to these 
queries. For example, if a class col- 
lects and analyzes housewives’ attitudes 
toward competing food stores, the re- 
sults should thoroughly convince every- 
one that correct merchandising, or- 
derly housekeeping, and courtesy are 
requisites for success in retailing. Veri- 
fication, through class research, of even 
one minor point helps the skeptic to 
realize that text and teacher are trust- 
worthy guides. (Thoughtful perusal of 
the listed topics will reveal that re- 
search into any one of them can give a 
class satisfactory evidence of the cor- 
rectness of at least one or two “book 
theories.” 

Students who have undertaken such 
co-operative effort are favorably im- 
pressed by its contributions to their 
training. Some especially appreciate 
the practice in teamwork and the closer 
contact with classmate and teacher 
which class-project research fosters. 
Some report that it helps to sharpen 
their powers of observation or broaden 
their acquaintance with terminology or 
heighten their awareness of various re- 
tailing problems. By making personal 
interviews, even the timid ones, encour- 
aged by the co-operativeness of most 
respondents, gain confidence in their 
ability to deal with different types of 
people, and they report that they feel 
benefited by the experience. Almost all 
students enjoy participation in a class 
project and find the realism of researcl 
an effective appetizer for less concrete 
portions of the course. Many voice 
warm thanks for the opportunity to ac- 
at first hand. And 


quire “know-how” 
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an occasional one who plays a leading 
role may be rewarded with one of the 
better scholarships or employment 
offers. 

Financing for class-project research 
(when the school has no appropriate 
budget) is rather easily solicited in 
most communities if a concrete pro- 
posal, or a request for suggestions re- 
garding what to study, is placed before 
the right people. But it seems to me 
neither necessary nor desirable to levy 
fees on those who suggest topics or 
help develop plans for class projects 
unless outlay for materials, travel ex- 
pense, report writing, or the like must 
be substantial. Time contributions of 
twenty or more hours each are easily 
obtained from the students in lieu of 
term reports. 

Whether or not the information ac- 
cruing from student research is suf- 
ficiently reliable may be debated; in 
my own experience, competent business 
executives who have suggested and/or 
helped finance class projects declare 
themselves satisfied with the value of 
the information so obtained. (Overly 
difficult studies should be avoided, of 
course, and loose conception or execu- 
tion shunned.) The noteworthy objec- 
tion seems to be danger not of “light” 
findings by students but rather of heavy 
strain on teachers. The yoke may be 
sweet and the burden tolerable, how- 
ever, if we plan the work painstak- 
ingly and delegate it pitilessly. 

A few how-to-do-its, born of trial 
and error, may be in order, beginning 
with a reminder that getting started 
early in the semester, or laying the 
groundwork even earlier, is usually es- 
sential. Both teacher and student have 
much else to do, and often there are 
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inflexible and extensive part-time em- 
ployment commitments which drasti- 
cally limit day-time participation in re- 
search effort. It may be unwise to 
undertake any study that involves meet- 
ing a specific time deadline. 

No matter how well a teacher thinks 
he knows his subject, he will safeguard 
against all manner of silly (or worse) 
errors if he has the humility to seek 
guidance from top-drawer practitioners 
in the field(s) of interest pertinent 
to any research project he may 
contemplate. 

Much waste motion and other fool- 
ishness may be prevented by laying out 
tabulating sheets in detail before ques- 
tionnaire or other reporting form is 
finally set, a rule all too often breached 
even in high places. 

Timing of each phase of a class 
project should be based on knowledge 
of days and hours each student can 
make available. 

After the planning stage has been 
survived, most of the operating detail 
should, and can, rest on assistants, who 
may be members of the class or more 
advanced students who can arrange to 
work several hours daily throughout 
the peak period of collecting, editing, 
and processing. Pay them, if need be, 
for their extra work. Define their duties 
and responsibilities explicitly. Let them 
carry on without your presence to the 
extent of their abilities. 

The objective of maximizing train- 
ing for each participant conflicts with 
that of minimizing error, administrative 
load, and time lapse; some students 
perform well as field interviewers or 
observers but poorly as tabulators or 
calculators, and vice versa. One way of 
achieving both ends is by having every- 
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one in the class do a bit of “practice” 
field work, edit and process the data 
he has recorded, then choose, or ac- 
cept, whichever type of assignment he 
likes and/or does best. The “trial 
run” may help also by revealing un- 
suspected flaws in forms or methods 
and in establishing reasonable time re- 
quirements for various tasks. 

_ Written instructions, and written ex- 
aminations, covering research objec- 
tives and _ procedures thoroughly, 
reduce “friction” and help eliminate 
from participation those who might 
ruin the study or would at least do 
more harm than good. (Let them 
labor, innocuously if not usefully, on 
term papers.) It should be understood 
that a ten to twenty per cent follow-up 
will be made on interviews (an “over- 
looked” supplementary query may be 
employed for this purpose) and that 
sample rechecks will be made also on 
tabulating and processing work. 

Further assurance against careless- 
ness is gained if the quality of each 
student’s performance on the project is 
measured and taken account of in his 
final grade. Grading and learning both 
may be facilitated by requiring each 
participant to submit a written sum- 
mary of his own observations and ex- 
periences together with constructive 
suggestions regarding any phase of the 
technique employed. Usually it is pos- 
sible to grade quality of work and 
summaries into three categories: supe- 
rior, satisfactory, or unsatisfactory. 

Editing of data collected on ques- 
tionnaires or other forms is crucial for 
grading amd other reasons. Even 
though each collector be urged to re- 
view and edit his own work search- 


ingly, recheck by the keenest minds 
available usually is a must and calls for 
careful scheduling of editors’ time in 
order to avoid a troublesome bottleneck 
(imperfect forms may be salvaged, 
sometimes, if returned promptly enough 
to the offenders for emendation or 
amendation ). 

Tabulating or other processing in the 
classroom at class hour may or may not 
be feasible; planned rightly, relatively 
simple processing so done survives re- 
check well and seems to get done as 
rapidly as it would in the laboratory, if 
not more so. 

It is conducive to good morale (and 
teacher’s standing) if assignments are 
made so that no ‘favoritism’? can be 
suspected. And it is wise to have each 
worker turn in, each day he works on 
the project, a slip showing time spent 
and to post it, on an alphabetically 
arranged sheet, in such manner that 
anyone can check up on himself. 

Work on tabulations should be 
planned, as a rule, to permit each 
worker or team to tabulate one ques- 
tion or item from all the forms before 
shifting to another item; so done, the 
work proceeds more smoothly, re- 
sponsibility is more clearly fixed, and 
the workers feel happier because they 
think they learn results more rapidly. 
By the way, processing in groups or 
teams is sometimes less boresome than 
working alone and _ often more 
economical. 

Two more suggestions: it is desira- 
ble to give each member of the class a 
copy of the report of findings, or at 
least to place copies in the library, and 
publicity provides, of course, a happy 
finis. 
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Future Food and Agricultural Policy, 
by John D. Black and Maxine E. 
Kiefer. New York: McGraw-Hill 
300k Company, Inc., 1948, 348 
pages. $3.50. 

If an army marches on its stomach, the 
progress of any nation or the world must 
surely be determined by the level of subsis- 
tence provided the population. What is the 
daily caloric food consumption in the United 
States? What changes have taken place in 
the agricultural and industrial earnings per 
worker in the United States since the period 
1935-1939? Are the people of the United 
States the best fed in the world? Has the 
world ever produced enough food for the 
health of all people? Should the United 
States and the world policy be based on the 
principle propounded by T. R. Malthus in 
which he assumed populations living at the 
point of subsistence or the principle centering 
around the concept of optimum population 
with everyone living at the highest level of 
well-being possible at the time in the country 
concerned? Can any nation be asked to take 
a more humanitarian attitude toward suffer- 
ing in Malthusian countries than the peoples 
of these countries themselves take ? What are 
the current and anticipated food needs and 
production in the United States and in the 
world? What steps are being planned to 
achieve better and more equitable food dis- 
tribution nationally and _ internationally? 
What plans are presently being considered 
to attain a balanced food and agricultural 
program in the United States? 

Everyone in general and businessmen in 
particular should know the answers to these 
questions which are provided in this excellent 
book. It lists important facts about the food 
and agricultural situation here and abroad 
and suggests a long-range plan for solving 
shortages and spreading the food supply. 
Programs now in operation or dealing with 
the problems arising from these situations 
are reviewed and evaluated and ideas for 
their revision and integration for the welfare 
of all are proposed. Outlines for action to be 
taken by groups of producers, consumers, 
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processors, distributors, labor, the medical 
profession, the press, and radio in the execu- 
tion of these revised programs are prescribed. 
In each instance the United States is dealt 
with first, then other groups and types of 
countries are discussed, and lastly an inter- 
national approach to the problem is explored. 

Food is a basic necessity of life and its 
costs constitute a major factor in determining 
the disposable income of the several groups 
comprising the population. Retailers should 
have this information for their communities 
and should also seek every fact available to 
assist in determining its future levels. The 
progressive retailer must plan for current 
and future operations. Successful planning is 
impossible without all of the data. This book 
provides the retailer with an invaluable 
source of such information. 

The authors are John D. Black, Henry 
Lee professor of economics, Harvard Uni- 
versity, and Maxine E. Kiefer of the Inter- 
national Emergency Food Committee of the 
Food and Agriculture Organization, Wash- 
ington, D.C. Each is an acknowledged 
authority in this field. 

T. Dart Ellswortl 


How to Reduce Distribution Costs, by 
Richard D. Crisp, New York: 
Funk and Wagnalls Company, 
1948, xiv + 390 pages. $5.00. 

Richard D. Crisp has written a book which 
should be of great help to executives engaged 
in any phase of the marketing process, in- 
cluding retailing. Most of the writers and 
practitioners in the fields of marketing re- 

search and sales control have developed a 

technical vocabulary that makes them almost 

incomprehensible to the executive whose con- 
fidence they need if they are to have the 
opportunity to work on business problems. 

Mr. Crisp writes everyday business English! 

The book was written from the point of 
view of the manufacturer and points the 
ways in which sales performance can be 
judged and in which weak spots needing at- 
tention can be isolated. But its application to 
the problems of the retailer is just as close 
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as to those of the manufacturer. The same 
techniques of analysis will allow a chain- 
store company to appraise the relative per- 
formance of its unit stores, or will allow 
a department store to appraise the efficiency 
of its many departments. 

One of the characteristics of the field of 
retailing is the crude and _ rule-of-thumb 
measures of sales performance it has em- 
ployed for many years. In an era when com- 
petition has increased the need for retailing 
efficiency, horse-and-buggy methods of con- 
trol are outmoded. By and large, manufac- 
turers have been improving the efficiency of 
their marketing operations at a more rapid 
rate than have the conventional forms of 
retailing. Retailers must come to more ade- 
quate methods of improving their own seg- 
ment of the marketing process. 

Mr. Crisp’s chapters, “How to Prepare 
Your Records for Analysis,” “How to De- 
termine Your Control Unit,” “How to Es- 
tablish Trends in Your Sales Performance,” 
“How to Explore Customer-Type Varia- 
tions,” and “How to Uncover Your Sales 
Concentration Patterns,” have direct applica- 
tion to retailing. The retail executive who 
will apply the advice given in this book will 
find himself in better control of the com- 
petitive aspects of his business than he has 
ever been before. 

Lawrence C. Lockley 


Shops and Stores, by Morris Ketchum, 
Jr., a.t.A. New York: Reinhold 
Publishing Corporation, 1948, 307 
pages. $10.00. 


This profusely illustrated book is a very 
real addition to the knowledge of store 
design and layout and constitutes a valuable 
contribution to retailing. 

The book is devoted to the planning, 
equipment, and materials of store construc- 
tion and layout, both exterior and interior. 
If any one section of this text is outstanding, 
it is, perhaps, the section devoted to planning. 
The discussion of the free-flow design in 
store layout appears to the reviewer to be 
a lucid analysis of some of the more im- 
portant of the many ramifications of the 
problem of layout. 

This book has been written for the store 
executive as well as the architect who is 


interested in store problems. Consequently, 
the purely technical phases of the problem 
have been held to a minimum, and more 
emphasis has been placed on the basic, under- 
lying reasoning necessary to achieve the 
objectives of the individual retailer. 


That phase of modernization which can, 


be accomplished through utilization and re- 
modeling of existing fixtures and equipment 
has been largely neglected. This might well 
have been done deliberately but it limits in 
some ways the real usefulness of the book 
to the smaller retailer. 

Shops and Stores will be a valuable ad- 
dition to the retailer’s library. It will be well 
thumbed over the years. 


Richard E. Westervelt 


The Economics of Instalment Buying, 
by Reavis Cox. New York: Ron- 
ald Press, xiii + 526 pages. $6.00. 

Since installment terms were applied to 
the automobile industry in the mid-twenties, 
this form of consumer credit has been a 
major cause of disagreement among econo- 
mists. Some have said that installment sell- 
ing was the only basis on which our con- 
sumer durable-goods industries could de- 
velop, and others have said that consumer 
credit was an aggravant to the business 
cycle. 

Certainly there are few general questions 
of greater significance to the retail trade 
than this one. The early reluctance of estab- 
lished retail firms to promote installment 
selling has given rise to a series of special- 
ized types of credit retailing, notably in 
jewelry, clothing, and possibly in household 
electric appliances. If the trend of economic 
development continues as it has gone in the 
past, the influence and spread of installment 
buying may well be of increasing importance 
to retailers who handle so-called “high- 
ticket items.” 

Dr. Cox, always a thorough scholar and 
penetrating analyst, first relates installment 
business to the total volume of business of 
the United States economy and then draws 
a comprehensive picture of the installment 
business as it has developed in this country. 
Considerable attention is given to the rela- 


tionship between installment selling and re- 
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tailing and to the methods used to operate 
installment businesses efficiently and without 
undue credit risk. 

Most significant are the conclusions of the 
book: Dr. Cox feels that the industries 
manufacturing consumer durable goods will 
not be able to attain their prewar levels with- 
out the use of installment credit and that, 
therefore, the fulfillment of American indus- 
trial potential depends on the free availa- 
bility of this method of financing consumer 
purchases. As all methods of doing business, 
this one is susceptible to abuse. Installment 
sellers themselves are turning their atten- 
tion to self-regulation. Therefore, the major 
hazard to installment business is that it may 
be regarded as a convenient way to apply 
oblique controls by a government which may 
fear inflation. If installment credit continues 
to be available, one of the ni contro- 
versies that will eddy around ii is the 
struggle for possession of the financial serv- 
icing. The commercial-credit 
some retail organizations, and the commer- 
cial banks all would like to enjoy the busi- 
ness in this day of decreasing investment 
returns. Therefore, the costs of installment 
credit to the consumer are likely to drop 


companies, 


appreciably over a long period. 

This book, with its lucid analysis and its 
abundance of statistical information, should 
be required reading for all retailers handling 
consumer durable goods. 

Lawrence C. Lockley 

The Modern Law of Advertising and 

Marketing, by Isaac Watlington 

Digges. New York: Funk and 

Wagnalls Company, 1948, xxiv + 
310 pages. $5.00. 

Advertising is primarily a business of 
intangibles while the space or the time and 
the mechanical steps taken to use this poten- 
tial contact with the public are merely the 
superficial aspect of the manipulation of 
ideas that constitute the heart of advertising. 
As a result of this condition there are rela- 
ively few widely known precedents which 
can guide the businessman toward legal pro- 
tection. The restrictions hedging the use of 
advertising, both manufacturers’ and retail- 
ers’, are not fully known either to the ad- 
vertising manager or to most attorneys. 
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I. W. Digges, who has spent many years 
specializing in the law of marketing and ad- 
vertising, and who has long been retained 
as counsel for the Association of National 
Advertisers, the Advertising Research 
Foundation, and other marketing and adver- 
tising groups, knows what the advertiser 
needs to know about advertising as probably 
no other attorney does. In The Modern Law 
of Advertising and Markcting he gives the 
guidance the businessman needs in simple 
and nonlegalistic language. Topics covered 
include the contractual side of advertising 
and advertising relationship, the federal 
legislation that affects advertising, the im- 
portant state legislation affecting advertis- 
ing and marketing arrangements, including 
fair-trade laws, a discussion of trade-mark 
problems, a complete section on resale-price 
maintenance, property rights in ideas and 
copyrights, co-operative advertising, copy 
claims, the right of privacy, libel and slander 
problems, and the legal problems arising 
from the use of radio and television. In 
addition, Mr. Digges includes a series of 
sample contracts, paraphrased from those 
which have stood the test of litigation. 

From the standpoint of the retailer, this 
book specifically covers many of the legal 
problems which he does or may meet. But 
more important than that is the fact that 
Mr. Digges’s wide reputation among manu- 
facturers will bring this volume into exten- 
sive use among the resources of most large 
retail establishments, and a great many of 
the sales contracts and conditions of sale 
surrounding the merchandise offered to de- 
partment stores and specialty stores will be 
conditioned by the advice and thinking in 
this volume. The retailer should be able to 
meet his resource halfway. And to do so 
he should have gone over The Modern Law 
of Advertising and Marketing. 

Lawrence C. Lockley 


Small Business: Its Place and Prob- 
lems, by A. D. H. Kaplan. New 
York: McGraw-Hill Book Com- 
pany, Inc., 1948, xiv + 281 pages. 
$3.25. 

A. D. H. Kaplan’s book, Small Business: 

Its Place and Problems, is one of the publi- 

cations growing out of the research program 








of the Committee for Economic Develop- 
ment. After a careful definition of the con- 
cept of “small” in relation to business, the 
book gives the relative importance of the 
small firm in our economy and considers 
fully its problems in management, financing, 
and meeting competition. 

From the standpoint of the individual busi- 
nessman operating his own firm and _ seek- 
ing guidance, the book must necessarily prove 
disappointing. Small business is defined as 
doing, typically, not more than a _ million 
dollars of business a year, having not more 
than half a million in total assets, and em- 
ploying not more than 250 employees. It is 
managed by its owners typically, is financed 
without recourse to open-market sale of 
securities or commercial paper, and usually 
does a business local in scope. 

According to the figures given, this defini- 
tion includes 95 per cent of the business 
firms in the country. Thus the problems con- 
sidered are the problems of a vast majority 
of the businessmen operating America’s in- 
dustrial machine. Only the commercial 
giants, well intrenched and securely financed, 
are outside of the scope of the study. 

Small business to most people is a great 
deal smaller than this. It is the kind of busi- 
ness I would have if I took my savings to 
open my own firm. It is the kind of business 
we see scattered through the fringes of in- 
dustrial areas and in the shabbier office 
buildings in the business districts of our 
cities. The owner of a business doing a 
million-dollar volume may well expect to set 
aside a salary for himself and take an addi- 
tional twenty-five to seventy-five thousand 
dollars of profit each year. 

Particularly in the field of retailing, the 
firms that most need help are those which 
are really small, those with an annual sales 
volume of less than a hundred thousand 
dollars and with a proprietor and three or 
four or five employees. Although this book 
represents careful research and penetrating 
analysis, it overshoots the group of business- 
men who most need help and leaves the more 
difficult job yet to do: the job of telling the 
really small businessman how to do business 
at a profit. 


Lawrence C. Lockley 





46 JOURNAL OF RETAILING 


Selling to and through the New Depart- 
ment Store, by E. B. Weiss. New 
York: Funk and Wagnalls Com- 
pany, Inc., in association with 
Printers’ Ink Publishing Com- 
pany, 1948, 316 pages. $5.00. 


This country has entered on an era of true 
mass distribution. Big business was formerly 
manufacturing. Today, big business also in- 
cludes distribution. There was a time when 
the A & P was the only retail organization 
with an annual sales volume of about one 
billion dollars. Now, Sears has doubled that 
figure, and Safeway and Montgomery Ward 
have exceeded it. There are at least a dozen 
retail groups each with a volume in excess 
of a half billion dollars, and no one of this 
number is a department store. Yet the de- 
partment store was once the kingpin of 
retailing. 

Yes, the department store has lost its posi- 
tion as the major United States retail out- 
let. It has become merely another of the mass 
outlets operating a group of stores under 
one roof. Further proof of this fact is con- 
tained in a recent newspaper release to the 
effect that, currently, department stores are 
doing only 7.7 per cent of the total retail 
volume of the country. 

But Selling to and through the New De- 
partment Store is more than an analysis of 
why the department store has lost its position 
of leadership in the field of mass distribution. 
It constitutes a handbook for the members 
of the department stores’ executive manage- 
ment as well as the manufacturer who sup- 
plies merchandise to department stores. It 
suggests solutions to the many problems in- 
volved in meeting the new competition and 
shows by the case-history method what some 
of the more successful stores have done to 
solve specific expansion and competitive 
problems. 

This book was written by E. B. Weiss, 
director of merchandising for the Grey Ad- 
vertising Agency, Inc., with an introduction 
by William H. Howard, vice-president, 
Macy’s, New York. Mr. Weiss is also editor 
of Grey Matter and Retail Grey Matter. 
He is a former associate editor of 
Printers’ Ink. 

T. Dart Ellsworth 
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The National Debt and the New Eco- 
nomics, by Seymour E. Harris, 
New York: McGraw-Hill Book 
Company, Inc., 1947, 285 pages. 


$3.75. 


From 1836 to 1936 the federal debt in the 
United States rose, roughly, a million times 
and in the next ten years seven to eight 
times. As of December 1946 the federal 
debt was estimated at $258 billion. This is 
exclusive of a debt of about $25 billion on 
noninterest-bearing notes of the government, 
of obligations incurred because of old-age 
insurance and veterans’ insurance, and of 
further obligations associated with the war. 
It is safe then to refer, without exaggeration, 
to our $300 billion federal debt. 

What is the future of this debt? What are 
the main lines of economic development that 
account for the changing views toward the 
national debt? How does the debt affect 
prices, interest rates, employment, and the 
well-being of the nation? 

The intelligent and forward-looking re- 
tailer will find the answers to his questions 
supplied by Professor Harris both interesting 
and thought provoking. He will probably 
have occasion to refer to the volume many 
times, for it is a compendium of information 
on the subject. As a result, he will be better 
prepared to meet his current and future 
problems, many of which will have their 
genesis in the debt and its many facets. 

Seymour E. Harris, the author, is profes- 
sor of economics, Graduate School of Public 
Administration, Harvard University. He 
was formerly director, Office of Export- 
Import Price Control, Office of Price 
Administration. 

T. Dart Ellsworth 


Consumer Purchasing Potentials in the 
United States—1948, by Serge 
Morosoff. Chicago: Dartnell Cor- 
poration, 1948, 55 pp. $10.00. 


Traditionally, the department store exer- 
cises considerable skill in locating merchan- 
dise resources and in planning sales on the 
basis of past experience. Planning sales and 
price lines with specific relation to the actual 
potentials in terms of available purchasing 
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power within a store’s immediate trading 
area is one of the next steps forward which 
will help progressive store managements cope 
with rising expense ratios and consumer re- 
sistance to price. 

Mr. Morosoff is director of commercial 
research for Pacific Mills. He has developed 
the analytic apparatus and the information 
that*will allow the individual store to deter- 
mine the aggregate potentials for each type 
of merchandise within its own trading area. 
Data are arranged for 498 trading areas. 
Information is given on the distribution of 
purchases by income level among a_ wide 
range of apparel, house furnishings, and ap- 
pliance lines. 

A careful application of the techniques 
suggested in Mr. Morosoft’s guide will re- 
duce markdowns and increase the produc- 
tivity of advertising and display by guiding 
merchandise offerings into reasonable price 
lines and proportions. The individual store 
can make excellent use of this guide. A 
chain-store organization should find it even 
more valuable. 


Lawrence C. Lockley 


Principles of Industrial Management, 
by D. S. Kimball and D. S. Kim- 
ball, Jr. New York: McGraw-Hill 
Book Company, Inc., 1947, 531 
pages. $4.50. 


Retail management is fast approaching a 
crossroads. Net sales are increasing at a 
much slower rate than total costs of doing 
business, and, if these trends continue much 
longer, their paths will cross and stores will 
find themselves selling goods at a loss. Pro- 
gressive retail management is aware of this 
threat to its security and is diligently seeking 
ways to ward it off. 

But the task seems almost impossible. 
Store management has not yet recovered 
from the effects of the war. It must be re- 
membered that for a period of five to six 
years the best man power of the country was 
directed into industry and the armed forces 
and retailing had to sacrifice its share of 
man power to the effort of winning the war. 
Too, those who remained in retailing found 
little necessity to function efficiently. What 
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one could buy one could sell with little or no 
effort at a very desirable profit. The result 
was that, at the end of the war, retailing 
found its staff unduly loaded with individuals 
who lacked the ability, training, and expe- 
rience to operate in a competitive situation. 

Retail management has initiated steps to 
correct these deficiencies. It is presently 
going through the process of re-evaluating 
its man power and its methods of selection. 
Training programs are being devised. Man- 
agement engineers are being borrowed from 
industry to help direct their activities along 
the most efficient lines. But industry has not 
an oversupply of these experts. Retailing 
must train its own. 

Essential training can be carried on either 
in schools or in the stores. Probably a com- 
bination of these two types of efforts will 
produce the most effective results. But in 
setting up these so-called executive training 
programs within their individual stores re- 
tail management must go further than it 
ever has before. The training cannot consist 
solely of a series of lectures by the several 
executives of the management. It must com- 
bine fundamental training in the principles 
of scientific management and the adaptation 
of these principles to the problems of run- 
ning a store. 


/\ 


This book provides an excellent basis for 
such a course. While it has been written pri- 
marily for industry, it can be adapted to the 
needs of retail management. After all, the 
fundamental principles of scientific manage- 
ment are the same for business, industry, 
and retailing. It is in their adaptation to 
specific tasks that differences occur. For ex- 
ample, the chapters, “The Economic and 
Social Effects of Inventions,” ‘Formation 
and Maintenance of Policies,” ‘Principles 
of Organization,’ “Coordination and Ex- 
ecutive Control System,” “Classification and 
Identification,” ‘Control of Production,” 
“Operation Standardization,” ‘“ Purchasing,” 
“Standards and Standardization,” “The 
Principles of Cost Finding,” “Equipment 
Policies,” ‘The Compensation of Labor,” 
“Tob Evaluation and Merit Rating,” “In- 
dustrial Relations,” and several others are 
all of specific interest to retailing and can 
be readily adapted to its purposes. 

The authors of this book are Dexter S. 
Kimball, A.B., M.E., SC.D., D.ENG., LL.D., pro- 
fessor emeritus of industrial engineering and 
dean emeritus of the College of Engineer- 
ing, Cornell University, and his son, Dexter 
S. Kimball, Jr., M.£., M.M.E., factory man- 
ager, Bendix-Westinghouse Automotive- 
Airbrake Company. 

T. Dart Ellsworth 





